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THE ANNUAL CONVENTION OF THE BANKS. 


The American Bankers’ Association announces that its next 
annual Convention will be held at the Town Hall at Sara- 
toga, on the 7th of August, and two following days, Last 
year the meeting was in New York, and the year before at 
Philadelphia. The intention was to hold the Convention this 
year at Louisville, Chicago, Cincinnati, St. Louis, or some 
other Western city. For various reasons this project was 
postponed. As the meeting had to be held in August, and 
as a large delegation was absolutely necessary, it was 
decided that the best place of meeting would be Saratoga, 
where, in 1875, a very large and successful Convention was 
held. From the official circular it appears that the discus- 
sions are likely to take a wide range, and to be of no small 
practical utility. Among the topics mentioned are bank taxa- 
tion, usury laws, the principles of currency reform, the union 
of the ,banks for the refunding of the debt, the powerful 
influence of the banking system upon public and private 
credit, and the evils which, by injuring our banking effi- 
ciency, do a corresponding mischief to every kind of business, 
and to all orders of business men. The payment of interest 
on deposits does not seem to be referred to, nor the much 
disputed questions about cash reserves. These and other 
subjects formerly commanding much attention appear to have 
been crowded out of the programme by topics of more 
pressing importance. 

Among these topics we observe a reference to the .unre- 
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stricted power to issue municipal, county and other bonds, 
by which heavy burdens of taxation have been created, and 
a mischievous public agitation has been kept alive. These 
burdens are so galling, and foster such a constant irritation 
in the public mind as to aid the demagogues who are under- 
mining our public credit at home and abroad. It is one of 
the advantages of a National Convention comprising bankers, 
financiers, bank officers, and other persons who own or con- 
trol capital in the United States, that such subjects can be 
discussed with a practical knowledge and a ripe experience, 
which, in the present condition of our National finances 
ought to command the attention of Congress and the Legis- 
latures of the several States. If, by the deliberations of the 
Convention, some new restrictions can be set in operation to 
check the reckless issue of corporate and municipal bonds, 
one fundamental condition for the rehabilitation of the 
country will be supplied, and others may be expected to 
follow. 

A large and influential portion of our six thousand banks will 
doubtless attend this meeting. The time chosen is favorable, 
occurring, as it does, just at the torrid season in the middle 
of the summer vacation, when so many bankers and bank 
officers from various parts of the country are at leisure, and 
may, consequently, be expected to find it easier to visit New 
York. Moreover, during the December session, Congress will 
be very likely to legislate on bank taxation, and the officers 
and shareholders of banks will, on this account, be the more 
likely to appreciate the necessity of taking prompt measures 
to inform their Senators and Members of Congress of the 
facts which show how the interests of business are threatened 
by bank taxation. Now is the time to draw closer together 
those bonds of union by which the several branches of our 
banking machinery are becoming one harmonious body. The 
pressure of taxation with many other causes, has tended of 
late to destroy that antagonism and rivalry which were 
formerly so mischievous and so active in separating from 
each other the various classes of banks and different sections 
of our banking system. An interesting paper might be pre- 
sented to the Convention on this special need of our financial 
organism. The experience of the past might be instructively 
cited to show the necessity for union, the obstacles and 
difficulties which have so long made it almost impossible, 
and the progress which has been made in this country during 
the last few years in bringing together the discordant 
elements of our banking system. In discussing the ad- 
vantages which have thus been already secured, and the 
greater benefits which are promised to our finance and 
industry hereafter, it would be easy to show that the closer 
is the union of our banks with each other, the better will be 
the prospect for the revival of business, and for the avoid- 
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ance of some of the financial dangers which now threaten 
the nation. We repeat the suggestion we made last year 
that it might be of advantage to the Convention if, in the 
distribution of the various topics to each speaker, the Com- 
mittee would give some prominence to a practical view of 
the characteristics of our banking system as compared with 
those of other countries. As there will probably be, next 
August, a number of foreign bankers, merchants and states- 
men, visiting this country, it will be easy for the American 
Bankers’ Association, if they desire it, to obtain sufficiently 
full information from authentic sources, and to make this 
part of its discussions suggestive and useful. Of course, an 
account of the British, Swiss, Belgian, Italian, and other sys- 
tems of banking in the old world can be, with advantage, 
made to enter into the programme of the Convention, but 
most probably the evidence in regard to the recent banking 
history of Germany, Austria, Scotland and France will be of 
more practical interest, as well as more easy of access. 


CONGRESS AND BANK TAXATION. 


After eight months of continuous labor Congress has 
adjourned without completing any fiscal legislation. Mr. 
Wood’s tariff bill has failed, and the only tax bill reported 
by the Committee of Ways and Means which has passed the 
House, is the internal revenue measure of Mr. Burchard, to 
which reference was made in our last number. This measure 
was so transformed by amendments, that on the last day of 
its discussion, Mr. Burchard resigned it to Mr. Tucker who 
carried it through the House, and it awaits the action, 
next December, of the Senate. As heretofore explained, the 
intention was to append to the bill an amendment repealing 
the tax on bank deposits. The advocates of this plan 
abandoned it however, and the bank-tax section was struck 
out of the bill. No one acquainted with the facts will sup- 
pose that the banks have been inert, or their numerous 
friends in Congress idle. Two things have at least been 
done. The attempts at hostile legislation have been kept in 
abeyance, and the ground has been prepared for some 
measure of more visible success next winter. For obvious 
reasons, but little has been heard of the banks, or of their 
efforts at Washington. It has been the wise determination of 
the American Bankers’ Association to have nothing to do 
with the lobbyists who infest the Capital, but to rely solely 
upon the legitimate influence of the members of the Associa- 
tion throughout the United States with their senators and 
representatives at Washington. Facts have been brought to 
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the knowledge of every member of Congress, by his own con- 
stituents, which have produced a profound conviction in many 
quarters where indifference or hostility to the banks formerly 
prevailed, that the relief of the banking business from the 
burden of the deposit tax is demanded by public policy, and 
is one of the most enlightened and efficient expedients for 
aiding the revival of business throughout the country. 
Though so little noise has been made in the newspapers, we 
learn from official sources that during the past year about 
320 thousand slips have been circulated, or prepared for cir- 
culation, containing articles and speeches advocating bank 
tax repeal, and that the Association has also sent out nearly 
100,000 newspapers, pamphlets and journals in furtherance of 
the general objects for which it is formed. Some idea may 
be formed of the activity of the efforts making by the 
banks for relief, when we find that the correspondence is re- 
ported at 92,000 letters received and sent out during the last 
ten months. What will be the result at last of so much 
well-directed labor remains to be seen. A peculiar feature 
of the agitation appears to be that its activity is greater in 
the West and South than in other sections of the country. 
Several of the most convincing and useful addresses to the 
Committee of Ways and Means have proceeded from gentle- 
men of high standing in the South, who are wholly actuated 
by the conviction that for the resuscitation of industry in 
the Southern: and Western States it is absolutely needful to 
relieve the banks from the pressure of war taxation. Among 
the speeches from southern men unconnected with the bank- 
ing business one of the most effective that we have seen is 
that of the Hon. John W. Daniel, of Lynchburg, whose elo- 
quence and legal knowledge have won for him a national 
reputation, while his Senatorial labors at Richmond have 
given promise of still greater services to the country here- 
after. We regret that our space admits of only a part of 
Mr. Daniel’s address to the Committee of Ways and Means 
on the subject of bank-tax repeal. We understand, how- 
ever, that it is to be published in full in the official report 
of the proceedings. After asking the Committee to report a 
bill for the repeal of the deposit tax, Mr. Daniel proceeds as 
follows : 

“My attention was called to this subject as a member of 
the Virginia Senate, while studying the financial condition 
of the State and country; and I was impressed with the 
belief that this tax was one of a series of most impolitic 
and injurious measures. Uninterested in it through connec- 
tion of any kind with banks, or bankers, I felt persuaded 
that in the interests of the people, the tax should be re- 
pealed; and but for the press of general business upon the 
General Assembly of Virginia, which crowded the matter 
out of consideration, there is no,question that it would have 
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adopted a resolution, which was offered, invoking Congress 
to this end. I beg leave now to repeat a summary of the 
views which have created these convictions in my mind. 

“(1.) First let me say that to tax a bank for exercising 
its common law right to receive and hold funds for the ac- 
commodation and use of its customers is an anomaly in 
our system, resting on no philosophical theory and upon no 
practical business-like view of the case which I can discover. 
For, be it observed, that the tax lays in wait for the cus- 
tomer’s money as it flits across the bank counter, catches 
hold of the hand that receives it and squeezes a tax out of 
that hand, albeit it receives no benefit from the money, 
albeit that money lie idle in a bank vault, albeit that money 
passes immediately out again upon the customer’s checks, 
albeit the customer, not the bank, received the accommoda- 
tion. 

“(2.) Let it be observed that the bank is taxed for taking 
care of and protecting another party’s property; that the tax 
is not laid on the owner of the money, nor upon the party 
who is certainly benefited by the deposit. The bank accom- 
modates and benefits the community, stimulates trade and 
places itself as a public convenience in the thoroughfares of 
business, as a servant of exchange, and is taxed for its most 
gracious work. 

“(3.) Be it observed also that the deposit is in the nature 
of a loan, at the loaner’s will, to the bank; that the deposit 
may be checked away the next instant after it is made; 
and that the tax on deposits is in reality a tax on the tem- 
porary borrower of funds. If money jermanently deposited— 
that is, for a long and definite season—alone were taxed the 
bank might in some sort remunerate itself by lending out 
the funds and charging interest upon them. But this is not 
the case. The funds may stay only long enough to subject 
it to a charge for receiving them. When the banks receive 
funds and issue certificates of deposit they pay a bonus to 
the depositor—in Lynchburg, my place of residence—as high 
as five per cent. -They are then taxed by the government 
one per cent. Then they must loan it out on good paper 
(and at what rate of interest I pray you?) to make a profit. 
But of this I shall speak hereafter. 

“(4.) Both in England and America this iniquitous and 
unreasoning theory of taxation has received searching criti- 
cisms from the best thinkers; and capitalist, agriculturist, 
and trade are alike interested in its repeal. 

“Petitions signed by over 50,000 voters have been laid 
before Congress seeking redress; the Comptroller of the 
Currency has recommended it; and in the Southern and 
Western States, an imposing movement to bring it about has 
begun. In St. Louis there was recently assembled a conven- 
tion in which the representatives of more than 5,000 State 
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banks and of 2,000 National banks participated; and they 
united in invoking Congress, for the sake of the business of 
the country, to lift from them this hard and oppressive 
burden. 

“(s5.) And here let me ask the attention of the Committee 
to some instructive tables furnished by the Comptroller of 
the Currency in his report for 1877, which is accessible to 
all. From these tables it will be seen that the total revenue 
derived from taxation of the banks, State and Federal, was 
for the last year $10,828,656.12, and that about six and a 
half millions of the amount consisted of the tax on deposits 
of State and National banks 

“(8.) Stability, legality, certainty—the elements that make 
up reliability, should be the foundation characteristics of 
banking. These are unattainable under the Federal Statutes. 
The banks are forced to take the hazards of usury; a specu- 
lative turn is given to business which of all others, should 
be freest from it. Breach of law—greater ventures—harder 
bargains—these are the retaliating measures, necessary to 
combat oppression. These are the throes of the struggle for 
life and success. At first blush the people are captivated 
with the idea of heaping taxes on money changers. The 
demagogue is ever ready to play upon this prejudice; but it 
disappears as soon as intelligence is addressed, and the plain 
truth is perceived, that one end of the burden falls on the 
people who borrow money, and that they are at last the 
heaviest sufferers. 

“In the last reported year total losses were over $ 19,000,000 
and 231 National banks declared no dividends whatever. To 
save themselves and make six per cent. profit usury must, 
usury wi//, usury does, gouge deeply, and frame your statutes 
as you will, that gouge comes out of the people, that gouge 
opens an avenue to the bankrupt court. There was a time 
when the National banks could bear this strain and still 
make profits. It was when United States bonds were at a 
discount. Of this we shall speak hereafter. But that time 
has passed. And both as to State and National banks, such 
is now the condition of things, that it may be stated as a 
patent fact: That our banking system is a system of compulsory 
usury, and that bank which does not violate the law must perish 
by the law. We are, in short, constructed by harsh laws 
into a nation of usurers, preying upon and destroying one 
another in order to live.” 

Mr. Daniel’s lucid address suggests an argument that 
we do not remember to have been used by the advocates of 
bank tax repeal in Congress. The dark spectral arm of com- 
munism now raised in this country, and threatening the life 
of our institutions, warns us that if we would hope for vic- 
tory in the approaching struggle with organized anarchy, 
which may be nearer than many of us suspect, we should 
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strengthen all the conservative forces of our National life. 
But, of those conservative forces, the banks are among the 
foremost. Hence, the highest public policy demand that we 
should make the banks strong; and if the war taxes on 
deposits undermine the strength of the banking system, which 
is admitted, these taxes should be taken off for that reason, 
as well as because they bring nothing into the Treasury that 
will at all compensate for the harm they do to our industry 
and trade. We have no space to elaborate this argument, 
and merely offer it as a suggestion for the consideration of 
those whom it so nearly concerns. 


a 


PROGRESS OF USURY LEGISLATION. 
BY DR. GEORGE MARSLAND. 


A usury decision of some importance has just been announced 
in the U. S. Circuit Court for the Western district of Penn- 
sylvania. The opinion was given by Mr. Justice Strong, and 
was concurred in by the Circuit Judge, the Hon. William Mc- 
Kennan. The facts and principles connected with this case 
have been several times set forth and commented upon in this 
magazine since the suit was commenced in the Court below. 
The First National Bank of Mount Pleasant had lent at vari- 
ous times, sums of money to the plaintiffs, Messrs. Duncan & 
Bro., “reserving and charging therefor, interest at the rate of 
nine percent.” It was proved and admitted that interest had 
been paid at that rate, and the plaintiffs claimed that the 
transaction was usurious under the U. S. Revised Statutes, 
Section 5197. It is there forbidden to a National bank to 
charge more than the rate of interest allowed to be charged 
under the State laws by banks of issue. The Section reads 
as follows: “ Any association may take, receive, reserve, and 
charge on any loan or discount made, or upon any note, bill 
of exchange, or other evidences of debt, interest at the rate 
allowed by the laws of the State, territory, or district where 
the bank is located, and no more, except that where by the 
laws of any State a different rate is limited for banks of 
issue organized under State laws, the rate so limited shall be 
allowed for associations organized or existing in any such State, 
under this title. When no rate is fixed by the laws of the 
State, or territory, or district, the bank may take, receive, 
reserve, or charge a rate not exceeding seven per centum, 
and such interest may be taken in advance, reckoning the 
days for which the note, bill, or other evidence of debt has 
to run. And the purchase, discount, or sale of a bona fide 
bill of exchange, payable at another place than the place of 
such purchase, discount, or sale, at not more than the current 
rate of exchange for sight drafts in addition to the interest, 
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shall not be considered as taking or receiving a greater rate 
of interest.” - + 

The penalty for violation of this statute is fixed by Section 
51958 as follows: “The taking, receiving, reserving, or 
charging a rate of interest greater than is allowed by the 
preceding section, when knowingly done, shall be deemed a 
forfeiture of the entire interest which the note, bill, or other 
evidence of debt carries with it, or which has been agreed 
to be paid thereon. In case the greater rate of interest has 
been paid, the person by whom it has been paid, or his 
legal representatives, may recover back, in an action in the 
nature of an action of debt, twice the amount of the interest 
thus paid from the association taking or receiving the same ; 
provided such action is commenced within two years from 
the time the usurious transaction occurred.” 

Such is the U. S. law governing National banks in regard 
to usury. If they charge more than is allowed under the 
State laws to be charged by banks of issue, they are liable 
to the penalty, namely, the forfeiture of all interest. 

The question on which the case turned was, therefore, a 
very simple one, admitting, it might seem, of an easy answer. 
It was this, did the defendant bank charge the plaintiffs a 
higher rate of interest than other banks of issue are allowed 
to charge in the State of Pennsylvania? In the BANKER’s 
MaGazINnE for April, 1877, we reported, page 787, Judge 
Ketchum’s charge to the jury in this case in the U. S. Dis- 
trict Court at Pittsburgh. The Court charged the jury as fol- 
lows: ‘The legal rate of interest in Pennsylvania is six per 
cent., the rate of discount allowed to banks of issue is also 
six per cent., and no more. It is true there are some banks 
that by special Acts of Assembly are allowed to charge 
more, but these are exceptions to the general daw of the State. 
Congress deals with general rules and when it excepts banks 
of issue under the State laws it means the general law, appli- 
cable to the whole State, and relating to banks of issue all 
over the State. The special Acts authorizing banks of issue, 
if there are any, apply only to the particular bank created 
by them, or permitted by them, to take more than six per 
cent. discount. The National banking law prohibits a 
National bank in Pennsylvania from taking more.” In 
accordance with this instruction from Judge Ketchum, the 
jury gave a verdict against the bank and, if this view of the 
law were correct, the defendant bank was clearly liable to the 
penalties of usury, but as the U. S. Circuit Court has over- 
ruled Judge Ketchum’s construction of the law, the case now 
goes back to the District Court for trial, on the fact as to 
whether there are any banks of issue in the State of Pennsyl- 
vania which are allowed under the laws of that State to 
charge “a rate of interest agreed upon by the parties,” 
whether that rate exceeds six per cent. or not. On the part 
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of the bank it is contended that there are more than fifty 
banks in Pennsylvania which have the privilege of charging 
whatever rate of interest may be agreed upon, without any 
reference to the limit of six per cent. This privilege accrues 
to them under the general law passed by the Legislature of 
Pennsylvania, April 16th, 1850, which provides among other 
things that ‘“‘every banking corporation hereafter created by 
any special Act of the General Assembly, and every bank 
hereafter re-chartered or the charter of which shall be here- 
after extended or renewed by any such Act of Assembly 
shall be subject to the provisions of this Act;” that is, shall 
have the privilege of charging any rates of interest that may 
be agreed upon. 

On the other side, it is argued that the law of 1850, does 
not apply to the present case, inasmuch as the fifty banks 
referred to do not actually issue circulation, though they have 
the right to do so under the Pennsylvania law. This right 
is in abeyance, and it is not used by the banks because the 
privilege of note issue is unprofitable under the ten per cent. 
tax levied upon State bank notes by the Federal Govern- 
ment. 

On the whole,-therefore, the ultimate decision will turn on 
a question of law, dependent of the construction of the Penn- 
sylvania statute of 1850, and the rulings on that subject. If, 
as seems probable, the final adjudication should be in favor 
of the bank, the usury laws will be as completely reformed 
in the State of Pennsylvania as they were in this State by 
the important case of Farmers and Mechanics’ National Bank 
vs. Dearing. Much credit is due to the committee of the 
Pittsburgh Clearing-House banks, who have so. laboriously 
conducted this important litigation in Pennsylvania to a suc- 
cessful issue. We are informed that Mr. L. Halsey Williams, 
Mr. S. George, Jr., and Mr. G. R. Duncan, who constitute 
this committee, are about to issue a circular on the subject, 
which we hope soon to publish for the information of the 
banking community, among whom the questions involved 
have already begun to command general attention. In reply 
to the question whether the case will be appealed to the 
U. S. Supreme Court, we may state that by the rule of 
practice in the U. S. Supreme Court, a case cannot be car- 
ried up on appeal from the Circuit Court if it involves a 
smaller sum than $5,000, except where the judges on the 
Circuit Bench disagree. As this case involves only $900, and 
the judges agree, there is no appeal from the decision under 
review, to the Supreme Court of the United States. In our 
Notes on the Money Market will be found some account of the 
new legislation which the case before its close suggested to 
the Legislature of the State of Pennsylvania. 
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HOW TO READ BANK STATEMENTS. 


BY GEORGE WALKER. 


Publicity is one of the most esteemed safeguards of modern 
banking. That it is by no means a complete one, is shown 
by the ever-recurring bankruptcies of institutions which have 
not avoided publicity, and have made a fair showing in their 
published statements. The trouble in these cases is two-fold: 
on the one hand, the statements, while perhaps truthful on 
their face, may cover a great deal of rottenness, and on the 
other hand, the public, for whose enlightenment they are 
intended, has not learned how to interpret them. There is a 
certain measure of information which any business man of 
average understanding may derive from a bank statement, 
and it is far from being an unimportant measure. On the 
contrary, when dealing with the transactions of a large num- 
ber of institutions, statistics are almost always an unerring 
indication of strength or weakness. 

We propose, in a brief space, to point out some of the 
simplest rules by which bank statements are to be inter- 
preted, and to show what can, and what cannot, be learned 
by means of them. 

The balance sheet of a bank, like all other balance sheets, 
is made up of items of debit and credit; the gain or loss 
account, which strikes the balance between all the other 
accounts, being Profit and Loss, which, if the bank is ina 
sound condition, should be found on the side of Liabilities, 
and not of Resources. In the simpler and more popular 
phraseology of our National accounts, however, the old 
fashioned name, Profit and Loss, does not appear; but in 
place of it, the items “ Surplus Fund,” and “ Undivided Profits,” 
which can only be found on the right side of the Ledger. 

Now, what are the usual and legitimate debits and credits 
which should figure in a bank account? What, in other 
words, do its debts and assets properly consist of ? The three 
principal items of liability are capital, circulation and 
deposits. The bank owes its stockholders for the capital 
invested by them in the business; it owes the general public 
for the circulating notes which it has issued, and which are 
outstanding; and it owes its private customers for the sums 
of money which they have deposited with it in account cur- 
rent. Besides these leading items of indebtedness, it owes 
other banks and bankers for collections made, for their 
account, and often for direct deposits, which do not essen- 
tially differ from the deposits made by individuals. Country 
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banks habitually keep such deposits with their city corre- 
spondents, for convenience, for profit, and in compliance with 
law. The constant want of city funds for the payment of 
debts due from the country to the city, requires the mainte- 
nance of a large fund to be drawn against for the conveni- 
ence of country customers. When there is a real rate of 
exchange between the point of drawing and the city drawn 
_upon, the country banker gets fairly paid for keeping such a 
fund, and it is often used also as a cover for usurious 
interest, the bank consenting to lend only on condition that 
the borrower takes the proceeds of his discount in city drafts 
which he does not want, at an arbitrary rate of exchange. 
This fictitious charge for exchange is, however, much less 
frequently made by the National banks than it used to be by 
banks working under State laws. City balances are also kept, 
for the purpose of absorbing a part of the cash funds which 
safety requires to be always available, and on which a very 
small rate of interest is better than to have the whole lying 
idle in the vault. 

The National Bank Act encourages the keeping of such 
deposits, by allowing them to be counted as a part of the 
cash reserve required under that statute. The history of that 
allowance is curious, and shows how a practice often con- 
tinues to prevail long after the reasons which gave rise to it 
have ceased to exist. When the first specie-reserve law 
known in American legislation (except the Louisiana Bank 
Act of 1842), the Massachusetts statute of 1858, was passed, 
the Suffolk bank system was in full operation throughout 
New England. Under that system the bills of all New Eng- 
land banks were daily redeemed in specie in Boston, and 
returned to the issuers. To meet this redemption, every bank 
kept a special redemption fund at the Suffolk, Mutual 
Redemption, or some other Boston bank, which drew no 
interest, and performed for it the functions of specie. When 
the law of 1858 was passed, the country banks, expecting 
that the old system of redemption would continue, (as it did 
so long as the State banks remained in existence), not 
unreasonably insisted that their city funds “kept for the 
redemption of their bills,’ should be allowed to count as 
specie up to a certain proportion, and this claim was acceded 
to. After the crisis of 1857, Ohio, and perhaps some other 
States, in which a central system of redeeming bank notes 
prevailed, passed. specie reserve laws containing a similar con- 
cession. The National Bank Act was the creation of Mr. 
Secretary Chase, a citizen of Ohio, assisted by Mr. Hooper, 
a member of Congress, from Massachusetts, and one of the 
authors of the law of 1858. The banking legislation of those 
States was, accordingly, largely incorporated into its frame 
work. Among other provisions so incorporated, was that 
allowing balances due to a National bank from any other 
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National bank, approved by the Comptroller, in either of a 
large list of cities, available for the redemption of its circulating 
notes, to be counted as a part of the required reserve of law- 
ful money. This concession as originally made, was entirely 
unjustifiable, inasmuch as very few of the fourteen cities first 
enumerated (since enlarged to seventeen), ever had been, or 
were ever likely to become, natural centres for the redempticn 
of a paper circulation. The attempt to erect them into 
money centres was the offspring of a foolish State pride, 
which finds a historical parallel in the loyalty of the country 
member in Connecticut, who, when New Haven was made a 
city, insisted that his town should be made a city also; to 
which the New Haven representative readily assented, on con- 
dition that it should at the same time be declared a seaport. 
The only ostensible purpose of the city reserve fund was for 
the redemption of circulating notes, and that purpose was 
rendered inoperative by the passage of the act of 1874 which 
substituted a deposit of legal tenders to the amount of five 
per cent. on the circulation, in the Federal Treasury, in place 
of the larger reserve required to be kept by the bank itself. 
As the law now stands, therefore, the city reserve fund is a 
reserve against deposits only, and as deposits can only be 
demanded at the counter, it is no reserve at all, illustrating 
the Latin law maxim, cessante ratione, cessat ita lex. The pro- 
vision ought to be repealed, and whatever reserve is required 
to be kept against deposits, should be kept in the vaults of 
the banks owing them. 

The only other items which figure on the debit side of a 
National bank account are public deposits (in case the insti- 
tution is a Government depositary ), re-discounted paper— 
of which there is very little in this country—and surplus 
earnings, due to stockholders. 

On the credit side of the account, or among its resources, 
the bank holds its cash, its loans and discounts, its bonds 
deposited for circulation, or as security for public deposits, 
its claims against other banks and bankers, its bank premises 
and other real estate, furniture and fixtures, and its current 
expenses not yet charged up. These are the principal classes 
among which its assets are usually distributed. They are 
often considerably subdivided, so as to show more accurately 
what they consist of. The Comptroller of the Currency is 
authorized, under the National law, to prescribe the form of 
bank returns, and there is nowhere else so full and satisfac- 
tory a bank statement published as that of the National 
banks of the United States. We ought, perhaps, to except 
the excellent statement of the bank of France, which is pub- 
lished weekly, in the London Zconomist. That statement con- 
tains thirty-six items on both sides of the account, and gives 
a great variety of information not usually found in a bank 
return. The weekly statement of the Bank of England, on 
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the contrary, contains only fourteen items, covering both the 
Issue and Banking Departments. The bank statement proper 
contains only nine, and some of these items are expressed in 
such terms that an American bank officer, not. familiar with 
the operations of the Bank of England, would not readily 
understand them. Thus, the word “rest,” meaning “surplus 
earnings,” is extremely technical; and we doubt if many 
foreigners can explain the meaning of “seven-day and other 
bills,” meaning, we believe, certificates of deposit payable on 
time. Even the words “other securities,” meaning “loans 
and discounts,” have to be read in the light of their position 
in the account, in order to be intelligible. A copy, now before 
us, of the statement made by National banks of the United 
States, contains thirty-eight items, and is therefore numeri- 
cally fuller than that of the Bank of France, and, if we mis- 
take not, it has been considerably enlarged, under the 
administration of the present Comptroller. 

The Joint-Stock banks of Great Britain make no uniform 
statements, though the regularity and fullness of their pub- 
lished returns seem to be increasing. Great credit is due to 
the Economist for the care with which these _half-yearly 
returns have, for many years, been republished, collected, 
and tabulated in that paper. The compiler of the latest of 
these reports, published on the 18th of May, last, complains, 
however, of their want of uniformity. ‘All Joint-Stock banks 
do not arrange their balance sheets on one uniform plan. 
Some publish no statement of accounts whatever. . 

From the circumstance that the banks do not all follow the 
same plan complete uniformity cannot be attained. 

From the causes which have just been mentioned, it has been 
impossible to draw up this statement with the complete 
accuracy which might otherwise have been attained; and for 
the same reasons it affords but an imperfect idea of the 
amount of capital wielded by the banks of England and 
Wales, as a whole. While some, indeed many, English Joint- 
Stock banks, are not in the practice of publishing their 
accounts, no Private banks in England ever publish their 
accounts at all. This remark will hardly be needed by the 
readers of the Zconomist in this country, but it is desirable 
to make it for the service of our readers in foreign countries 
who are not likely to be conversant with the custom of 
English bankers. This fact must also be borne in mind 
when comparing the position of the banks of England col- 
lectively with those of Scotland and Ireland.” 

Having thus indicated the leading items which go to make 
up the two sides of a bank account, let us now consider the 
inferences which are to be drawn from them. The first 
glance at the footings of the account shows the magnitude 
of the bank’s current business. Comparing it with the capi- 
tal stock, we learn how large a volume of capital is availa- 
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ble for the earning of a dividend. Comparing one bank with 
another in the same city or town, and assuming other things 
to be equal, this is a rough-and-ready way of judging as to 
the comparative profitableness of their business. But it is by 
no means conclusive, for a further examination of the two 
accounts may disclose elements of great dissimilarity appear- 
ing on the surface; and behind the figures there may lurk 
skeletons which disturb the peace of managers, and which 
would still more disturb the confidence of the public, if they 
were unveiled. 

The next glance should be at the surplus fund; for this 
shows whether the past operations of the bank have been 
profitable, and whether its present position is fortified by a 
sufficient reserve to ensure uniformity of dividends, and to 
make good exceptional losses. But even the surplus fund is 
not conclusive evidence of present strength. It may only 
show that at some past time a surplus was honestly earned : 
it is not proof that the amount of it now represents sub- 
stantial property. Like the capital stock, it may have been 
eaten up by specific losses, or by a general. deterioration of 
assets. It takes a courageous, as well as clear sighted and 
honest, board of directors to charge off bad debts as soon as 
their collection is hopelessly apparent. Hardly any bank fails 
without showing a surplus fund on its books. 

Having thus far looked only at the amount of the bank’s 
resources, let us next see what information we can gather as 
to the character and quality of them. First, as to its ability to 
meet its immediate indebtedness. We have seen that it owes 
large sums to the public for circulation, and to its particular 
customers for deposits. Both these are demand debts, but 
neither of them is capable of being immediately demanded 
in full, and therefore a bank need only keep a fair percent- 
age of them in cash, or in other means immediately con- 
vertible into it. Less cash is needed under the National 
system, from the fact that the circulation is specifically 
secured beyond the possibility of loss, and depends in nowise 
on the solvency of the bank issuing it. Indeed, the difficulty 
of assorting the notes and gathering a sufficient number of 
them to present to one institution or its agent, is so great 
that there is more danger that the circulation will become 
inert and sluggish from excess, than that the banks can be 
inconveniently run upon. Whether or not the five-per-cent. 
deposit with the Treasury will be a sufficient redemption 
fund, can only be proved by experience after resumption of 
specie payments. The old and prudent rule of one-third cash 
to immediate liabilities will probably prove unnecessarily 
conservative. Nor has there ever been any established rule 
applicable to deposits alone. It may, however, safely be said, 
that the requirement of the law is within the rule of prudent 
banking, and those institutions will always be entitled to the 
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highest confidence, which keep themselves strong in cash 
means ; and that what they may lose in interest on idle capi- 
tal, will be more than made up to them in the popularity 
and patronage which a bank is sure to receive, which is 
always in a condition to help its customers, and is never dis- 
tressed by a sudden stringency in the money market. 

While the possession of ample cash means is, therefore, 
a sign of prudent banking, it must be remembered that cash 
is idle capital, and must be deducted from the assets, when 
trying to arrive at the earning capacity of a bank. So also 
must Current Expenses, Premiums, Real Estate (bank prem- 
ises), furniture and fixtures, and such bank balances as 
draw no interest. In estimating bank balances, it is well to 
deduct the amount on one side of the account from that on 
the other, and to allow or charge a very small rate of 
interest on the difference. When the productive assets are 
finally eliminated, it remains only to make the best estimate 
possible of their rate of earning. This, in the case of United 
States bonds can be pretty closely arrived at; but on Loans 
and Discounts, it is impossible to estimate it with any exact-~ 
ness. This is the blind and secret account—the dead wall 
which stops the way of further research. But before we get 
to it, we have acquired a great deal of valuable information, 
The habitual study of bank statements, will rapidly develop 
the capacity of turning them to advantage, and this is 
especially true of aggregated accounts, like those of the whole 
country, or of particular cities or towns in which the 
inquirer has a business interest. 

We cannot more appropriately sum up the advantages, as 
well as the limitations of bank statements, than by quoting 
the following passages from the preface to the Zadular state-~ 
ment of accounts of Banks, published in the supplement to the 
Economist, for May 18, 1878: “ Accounts of this description, 
do not, and cannot, give any information as to the inner 
working of a bank. The higher qualities of banking, the 
skill, the care, the caution with which a business is carried 
on, these points cannot be shown on paper in a mere statis- 
tical form. Still there is a great deal which may be learned 
from statements of accounts. They tell us what deposits a 
bank holds; and though they cannot tell us completely how 
those deposits have been employed, they enable an estimate 
to be formed, in a rough way, of the amount of the floating 
capital of the country, and of the reserve available to meet 
any sudden emergency. The maintenance of a suitable 
reserve is one of the points which should continually be borne 
in mind. It is essential to ensure Stability, which is the first 
consideration in banking business.” 
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EFFECT UPON PRICES, OF WAR BETWEEN RUSSIA 
AND GREAT BRITAIN. 


A war between Russia and Great Britain would affect, 
mainly, prices of articles of Russian produce consumed. by 
Great Britain, and of war material. We might naturally look 
forward to such a war to increase prices of our princi- 
pal articles of export, inasmuch as we rival Russia in the 
production of her chief commodities, and are manufacturers 
of war material. Let us, however, examine this question. 

The British Statistical Society, at Glasgow, published in 
1855 a paper relative to “the effect of the war in Russia and 
England upon the principal articles of Russian produce.” The 
results of the inquiry were—in summary : 

(1.) That previous to the war, Russia exported her princi- 
pal Baltic produce chiefly to England, and England imported 
such productions chiefly from Russia. 

(2.) That since the outbreak of the war, the exports of 
produce from Russia have diminished to a greater propor- 
tionate extent than the general imports of such articles into 
England. 

(3.) That there has not been an increase of value of pro- 
duce in Russia to compensate the producer for the decrease 
in exports, whilst supplies from other countries than Russia, 
and the use of substitutes, will prevent the consumer in 
England suffering from very high prices. 

(4.) That the difficulties, and consequent expense, of 
transport by land, in Russia, under the injuries of the 
blockade, necessarily were very severe. 

Since the war between Russia and Great Britain, here 
alluded to, we have changed places with Russia in the 
import trade of Great Britain; hence the dependence upon 
Russia is less, and the effect of a war at this time, upon 
articles produced by Russia, would be less than at the time of 
the last war. 

Prices of almost every article of export, except wheat, are 
now abnormally low; with peace assured, we can expect 
greater consumption of cctton and many other articles, and 
even with articles produced by Russia, it is a question 
whether assured peace will not bring as great an improve- 
ment in trade as active war. Certainly, in permanent benefit, 
we can expect nothing from a war, and as Napoleon III 
epigramatically said, “The Empire is Peace,” we may assert 
that Commerce is Peace. 
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One of the questions certain to attract a lively attention 
for a long time in this city, is that of the most expedient 
and the most equitable methods of raising, by annual taxa- 
tion, the sums needed for municipal purposes. Without 
doubt, there may be reductions of the sums now raised, 
without pushing economy to any injurious extent, but in any 
event they must be large, so long as the annual interest 
upon the municipal debt remains at the present figure of 
nine millions. 

The tendency, in recent years, of public opinion, as well as 
of official practice and judicial decisions in this city, has 
been to diminish the proportion of personal property assessed 
for taxation, and to throw more and more of the public bur- 
dens upon real estate. The fact is recognized that, with the 
exception of such personal property as is visible and tangi- 
ble, the attempt to tax it must be in the main a failure. 
Some forms of personal taxation, which are still pertinaciously 
adhered to in many parts of this country, as notably that of 
taxing money at interest, are justly objected to as taxing the 
same property twice, and the case is made worse by the fact 
that the double tax is really paid by the same party. A bor- 
rower on the pledge of real estate, or of such descriptions of 
personal property as are susceptible of beirig pledged, pays 
directly the tax on the thing pledged, and indirectly the tax 
on the maney loaned on it, in the shape of an increased 
rate of interest on the loan. To some other forms of per- 
sonal taxation there is the not less serious objection that 
their efficiency is principally dependent upon the tenderness 
of the conscience of the tax payers, and that they are easily 
escaped by concealments and prevarications. These and other 
considerations have greatly narrowed the range of personal 
taxation here and elsewhere, and made the burdens upon 
real estate proportionately more severe. 

Of course the owners of unproductive real estate feel these 
burdens most keenly, ard are inclined to insist that the tax- 
ation of real estate should be a percentage of its income, 
and notsa percentage of its assumed value. An Englishman’s 
idea of a tax on lands is so many pence or shillings in the 
pound of their annual income, which he expresses by the 
word “rate.” If the owners of up-town unoccupied lots in 
this city could have their own way, they would conform tax- 
ation to the English practice. They are naturally unable to 
see the justice of imposing any taxes at all upon property 
which yields no income. To the suggestion that, if annual 
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income is not received from lots held for a rise, the income 
for many years is received in a lump when sales are made, 
they reply that»remote and uncertain gains furnish neither 
the means nor any fair basis for paying present taxes. 
Their condition is undoubtedly a hard one, when selling 
prices are rather falling than rising, and it must be admitted 
that, taking all contingencies into the account, they have 
much ground for insisting that in valuations for the purpose 
of taxation, unproductive real estate should be rated low. 

A much wider, and so far as this country is concerned, a 
much newer field of discussion, is presented in the question 
of the possibility of relieving the real estate of cities by 
indirect taxes upon occupations and upon consumption. The 
best known case of that kind is found in the octroi duties, 
which supply a large part of the revenues of Paris. They 
are a tax upon the privilege of selling provisions, wines, 
fuel, &c., in the markets of that city, and it is by no means 
clear that a part of the burden is not borne by the sellers. 
It is said that many and important interior cities in British 
India, derive all their revenues from that source. London 
has an ancient and not inconsiderable revenue of that kind 
from coals. An income really of that class in substance, al- 
though not in name, is drawn by cities in all parts of the 
world, and in many cases in the United States, not by tax- 
ing the introduction of certain articles of consumption, but 
by taxes, in the shape of high rents, upon designated public 
places or markets, in which alone the sale of such articles is 
permitted. 

License taxes upon occupations are familiarly known, and 
they may be so imposed as to produce little or no injury. 
Such taxes, if considerable, upon the business_of selling 
goods, might drive merchants to other places to some extent, 
but it is difficult to fix the limit beyond which taxes would 
perceptibly diminish the business of hotel-keeping in such a 
city as New York. This is true in a less degree of taxes 
upon theaters. The argument urged in favor of taxes of 
these descriptions is that they are levied upon occupations 
which are only rendered profitable, or even possible, by the 
existence of cities, and which can therefore be fairly called 
upon to make special and extraordinary contributions towards 
the public charges of cities. 

A tax upon indulgence in exhilarating drinks, enforced by 
the contrivance of a bell-punch, is just now attracting much 
attention and a good deal of favor, as well for its supposed 
moral as for its financial benefits. Doubtless other applica- 
tions of the same principle will be suggested. 

The simplicity of direct taxes upon property is so attractive 
to theorists that they condemn all other forms, but habits and 
experience count for quite as much with mankind as (so- 
called ) scientific systems. It is by no means so clear as the 
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doctrinaires would have us believe, that the levying of direct 
taxes exclusively upon property, does not discourage its accu- 
mulation, nor is it by any means so clear as they think it is, 
that within proper limits taxes upon consumption have any 
worse effect than the enforcement of economy. Wisdom is 
not the monopoly of the present day. There was a wisdom 
of the ancients. Book-makers for a century have been decry- 
ing sumptuary laws, but, for all that, the present generation 
may see their substantial revival and upon a large scale. 
The great public revenues required by modern systems of 
administration, and especially by modern systems of debt and 
financiering, will compel an inquiry into all the possible 
sources of public income. 


THE CAUSES AND THE CURE OF INDUSTRIAL 
DEPRESSION. 


A report is to be presented to Congress at its December 
session upon the causes of the depression of labor, with the 
appropriate remedies for the evil. The special Committee on 
this subject are Mr. Hewitt, of New York; Mr. Riddle, of 
Tennessee; Mr. Dickey, of Ohio; Mr. Tucker, of Virginia; 
Mr. Thompson, of Pennsylvania; Mr. Rice of Massachusetts; 
and Mr. Boyd, of Illinois. These gentlemen will begin the 
investigation of the difficult problems of the depression of 
industry at a critical period of our national history, and their 
report will be made under a grave responsibility. The pub- 
lic will have a right to look to Congress and to this Com- 
mittee for a clear, comprehensive elucidation of facts, and for 
a refutation of the worst of those mischievous sophisms on 
the stagnation of business, the rights of labor, the causes 
and the cure of industrial distress which spread discontent 
among the masses, disturb private credit and public confidence, 
and thrive on popular ignorance and mistrust. 

Several corrections of prevailing opinions on this subject 
were attempted during the recent discussion on the tariff by 
Mr. H. C. Barchard, of Illinois. The first point was as to 
the high wages of labor in the United States. It is gener- 
ally believed that the: heavy cost of labor in this country 
enhances the cost of our manufactures so as to shut us out 
of foreign markets and to check exportation. Mr. Burchard 
declares that the injury is less than is supposed, and that 
if American manufacturers pay higher wages, an adequate 
return is given them in greater efficiency of labor. He points 
to the fact that we are able, in many articles, such as boots 
and shoes or cotton fabrics, to export more and more every 
year and to compete in the markets of the world. Asa 
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member for several years of the Committee of Ways and 
Means, Mr. Burchard has had singular facilities for investi- 
gating commercial questions of this sort, but we suggest that 
the statistics of this part of our trade and industry should 
receive a more complete examination and that the present 
time seems singularly favorable for the purpose. We believe 
there is no dispute that at present very few descriptions of 
manufactured goods are exported from this country into the 
prices of which wages enter as the chief factor. It is true 
that goods for which wages form a small part of the cost 
such as coarse cotton fabrics, boots and shoes, and some 
other commodities are exportable, but does this fact suffi- 
ciently sustain the sweeping conclusion that high wages are 
fully compensated by greater efficiency of labor? Mr. Hewitt’s 
Committer should prepare a list of the manufactured com- 
modities which are exported with the yearly returns as to the 
prices of each, the quantities sent abroad, the rates of wages 
paid, the proportion of wages to cost, and the evidence for and 
against the theory that our manufacturing superiority in cer- 
tain specified articles is due to the greater efficiency of labor 
in the United States. Of course we do not wish now to 
challenge or to call in question the theory that the greater 
efficiency of American labor is in all departments equal to its 
greater cost, but further proof in support of it is certainly 
desired and it will doubtless be in the power of the Commit- 
tee to give Congress and the country valuable information 
upon this and similar questions. 

The next point referred to is the relative rates of taxation 
here and in other countries. Mr. Burchard says that the 
market for our products abroad is not necessarily curtailed 
by our taxes because our manufacturers are not burdened 
more than those of other countries. This opinion is contrary 
to that generally held. But it derives some support from 
statistical facts which are elaborately set forth and are 
well worthy of consideration. ‘Taxation here,’’ says Mr. 
Burchard, “is not higher than the taxation in England. Our 
national, local and municipal taxation added together does 
not equal that of England, either fer capita, or per dollar of 
its wealth; but, to the contrary, the taxation is much greater 
in England than in this country. I have figures here that 
I have taken from the American Almanac, and I find that the 
taxation in this country, national, State, local and municipal, 
as given by the census and latest returns, is much less than 
the national, municipal and local taxation in England. The 
true value of the real and personal property of the United 
States in 1870 was reported by the Superintendent of the 
Census to amount to $ 30,068,518,507.” 

The taxation of the United States for the last year obtain- 
able is, according to the American Almanac for 1878, as follows: 
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$279,000, 587 
49,760,934 
212,540,223 


Per capita (population, 44,000,000) 
Per cent. on wealth ; 


A paper read by Mr. Ernest Seyd before the British Society 
of Arts, presents the following statement of the wealth of the 
United Kingdom: 


AMOUNT OF WEALTH IN GREAT BRITAIN. 


Movable household goods, say 

. National debt, £ 800,000,000 (not to be added) 

Railways, public works, &c 

. Active capital of £ 900,000,000, of which in goods 

Currency, £ 170,000,000 (less bank-notes current, ,£ 22,000,000) 
. International wealth 


Sy ONS ED » 


& 6,248,000,000 


This equals $ 31,240,000,000. The national taxation of the 
United Kingdom is $ 392,825,180. The local taxation reported 
for England in 1873 was $121,475,665 on a population of 
23,860,000 or $5.09 each equal on the total population of the 
United Kingdom to $172,000,000, Per capita on 34,000,000, 
$16.60. Per cent. on wealth, .o1f. The burden of taxation 
is therefore in favor of the American as against an English 


manufacturer. 

The rate of interest is the next point referred to. If our 
producers have to pay more for the use of the capital re- 
quired in their business, it is obvious that they cannot pro- 
duce as cheaply as their rivals in other countries, who have 
to pay less for the use of capital. Mr. Burchard argues, 
however, that this obstacle is not so great as it has been 
represented. He says the burden imposed on productive in- 
dustry by heavy payments for interest is not much more 
severe than that which prevails in Europe. The rate of inter- 
est is higher here than abroad. Measured by national credit, 
as American four-per-cent. bonds are at par and British 
three-per-cent. consols are at a discount, the difference would 
be less than one per cent. The difference in bank discounts 
is probably three or four per cent. Since the capital in 
manufacturing is only two-thirds of the value of its annual 
product, two-thirds as much additional duty as the difference 
in interest would make up for the higher rate of interest in 
this country. If $100,000 of capital produces $150,000 of 
manufactures, two per cent. duty imposed on the $150,000 of 
manufactures will give $3,ooo—the same amount as three per 
cent. on the $100,000 capital. It is claimed that a larger 
capital is required in this country for production. Admit 
that prices of all articles are twenty-five or fifty per cent. 
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higher here, and that it requires that percentage more capi- 
tal, the duty increased one-half on this account need not at 
the utmost be over four per cent. to make up for difference 
in interest and difference in capital. 

Another set of facts’ presented by Mr. Burchard are such 
as show the continued advance in the production of agricul- 
tural wealth. From the statistics of the census report he 
argues that there is not only an increased production, but 
also a corresponding increase in the transportation business 
of the country. He illustrates this as follows: 


During the last five years there has been an increased tonnage on railroads 
and on the sea. The increased exchanges in five years are seen in a compari- 
son of the tonnage of some of the leading railroads and of the canals and ship- 

ing of the country at different years. During that period the tonnage on the 
Rew York canals and Erie Central railroads, have increased 1,104,575 tons, and 
all the railroads in the States of Massachusetts, New York, and Ohio, 21.905,441 
tons. Our trade with foreign nations, our merchandise exports and imports, 
continually increase. The total amount in 1870 was # 812,574,881; in 1875, 
$ 1,116,300,020; in 1876, $ 1,108,839,603; in 1877, $1,172,599,949. Our 
foreign trade has, in seven years, grown in value $ 340,025,064, or more than 
forty per cent. Our merchandise exports, which amounted in the fiscal year 
1870, to $ 376,958,408, had swollen in the calendar year 1877, to $668,615 079. 
As values have diminished, the products measured in tons or units of quantity 
must have proportionally increased. The dividends of railroad corporations have 
increased. Their net earnings, which were only $141,000,000 in 1871, were 
$ 185,000,000 in 1876, With such increase in agricultural and manufacturing 
products, and reliable evidence of their transportation and exchange, greater 
tonnage on the ocean, the lakes, and the rivers and railroads of the country, 
it is impossible to believe that business is stagnated; that the great body of 
workers are idle, and the wheels of industry have stopped. There has been no 
lack of markets abroad for agricultural products, cotton, tobacco, breadstuffs, 
and provisions, which constituted, in 1877, with petroleum and wood, all but 
$ 67,000,000 of the merchandise exports. To hold and enlarge our markets 
for the residue consisting chiefly of manufactured articles, has been the thought- 
ful theme for discussion and legislation. The encouragement of ship-building, 
the establishment of commercial lines of transportation upon the ocean, their 
maintenance by subsidies, have been favorably considered by Congress, and have 
been favorably reported upon by a committee of this House. They are recom- 
mended not to increase or cheapen imports, nor to extend the market for 
agricultural products, but to enable American manufacturers to sell their goods 
to other nations of the earth, In vain will be these efforts. Iron steamships 
may be built, and launched amid waving of flags, and supported by contribu- 
tions from the public Treasury, but while legislation forces the prices of manu- 
factured articles at home above the price of similar commodities in the markets 
of the world, manufacturers cannot sell, merchants cannot trade, and the nations 
cannot export their goods while demanding higher prices than their competitors. 
We have establishments constructed, sufficient to supply our own country with 
double the quantity of iron, steel, cotton, and woolen goods, that it can con- 
sume. Production is limited, and works are often put on half time so as to 
keep up “oe to the cost of import of a similar article. There were last year 
716 iron-furnaces in the country, yet only 270 were operated. Why were 446 
of them idle? The home market was abundantly supplied by the establishments 
operated. At lower prices consumption would increase at home, foreign 
markets would be opened for the surplus, and employment would be furnished 
to labor now idle, and manufacturers’ profits would, though reduced, continue 
remunerative. 

We do not wish unduly to enlarge the field of investiga- 


tion upon which Mr. Hewitt’s Committee have entered. But 
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their report will disappoint the public expectation, if it does 
not lay a broad basis of facts as the foundation of all enquiry 
as to the best remedies for the industrial troubles from 
which this country is suffering in common with other nations. 


BANK NOTE CIRCULATION OF GREAT BRITAIN. 


There is no fact connected with the monetary history of 
Great Britain more remarkable than the slow growth of the 
paper-money circulation, as compared with the progress of 
the country in wealth, in production, and in trade. The fol- 
lowing table shows the circulations of the banks of England, 
Ireland, and Scotland, on the 3oth of March, 1844, just prior 
to the passage of the English Bank Act, and at the same 
date in 1878. The coin and bullion in the Bank of England 
at the same date, is also given : 

Circulation. 1844, Mlarch 32. 1878, March 30. 


Bank of England 20,842, -» £ 27,407,074 
EDGED DEVVALS DATUB. 6.00 05:0: 00000s0600008 4,983,646 .. 2,301,646 
English joint-stock banks 3,908,903 .. 2,334,048 
eR ee errr Te reer ee 2,610,712... 5,499,971 
PED pass canieakds.st ncaesemaaneeDeer 5,997,172... 6,945,823 


WIN indie bs svuiks senses nacions - £ 37;935,803 «.. £ 44,489,162 
Coin and Bullion in Bank of England.... 16,322,000 .. 22,922,990 
(43% ) (54% ) 

Increase of circulation in thirty-four years, £ 6,553,269, or 
177%. The changes have been a gain by the Bank of 
England of ¥£ 6,365,074 (being a little more than the total 
aggregate gain), a loss by the English private banks of 
Z£, 2,682,000; a loss by the English joint-stock banks of 
#, 1,167,715 ; a gain by the Scotch banks of £ 2,889,259; and 
a gain by the Irish banks of £ 948,651. 

The English Bank Act of 1844, prohibited any increase in 
the circulation of bank notes, by the private and joint-stock 
banks of England, and requires all additions to the amount 
of Bank of England notes then outstanding, to be covered by 
specie. But to the extent of two-thirds of all circulation 
surrendered’ by private banks after the passage of the act, 
the Bank of England might increase its circulation on securi- 
ties above £ 14,000,000, with the consent of the Privy Coun- 
cil. The actual increase of its circulation on securities since 
1844, has been only one million sterling—the amount of 
securities held by the Issue Department being now 
#, 15,000,000. A much larger amount has probably been sur- 
rendered, as the decline in the circulation by private banks 
has been ¥£ 2,682,000, but it is probable that the actual cir- 
culation of those institutions is below their authorized issue. 
We have seen that the increase in the Bank of England’s 
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circulation has been ¥£ 6,565,074. This, under the act, should 
be covered by bullion; and, accordingly, we find that the 
bullion held in the Issue Department, is now ¥£ 6,600,990, 
more than that held by the bank on the 30th March, 1844, 
showing a slight excess above the legal requirement, which 
we are unable to explain. It will be seen that the circula- 
tion of the Scotch banks is more than doubled, and that of 
the Irish banks increased about twenty per cent. This fact 
requires a word of explanation. The English Bank Act of 
1844 did not extend to Ireland and Scotland. Separate acts 
were passed in 1845 affecting the banks of those countries 
respectively : these are 8 and g Victoria, chapters 37 ( Ireland ) 
and 38 (Scotland). The provisions of those statutes are not 
in all respects the same, but on one point they agree, namely, 
that while no Ehglish joint-stock or private bank could 
increase its issues under any circumstances, the Scotch and 
Irish banks are allowed to exceed their limit, provided they 
hold in their coffers at the head office an amount of gold and 
silver equal to such excess; not more than one-fourth of such 
holding to be silver. Thus it appears that the Acts of 1845 
carried out the fundamental principle of the Act of '44, that 
there should be no increase of circulating-credit money in 
Great Britain. 

Has that country suffered by the restriction? This is the 
important question which commends the foregoing figures to 
American bankers. Congress is constantly importuned to 
authorize more paper money—that is more circulating credit. 
A large and popular school of economists insists that the 
resumption act strikes a blow at prosperity because it 
demands the restoration of the convertible note, the reintro- 
duction of international money; and that no country can 
be prosperous without an expansion of paper credit, to keep 
pace with the expansion of business. England is at this 
moment under the cloud of an industrial depression, but the 
enormous increase of wealth in that country within thirty- 
four years, would seem to prove conclusively that the obliga- 
tion to use honest and solid money, not only does not inter- 
fere with the accumulation of wealth, but that the wheels of 
industry move more steadily, and with less friction and _ loss, 
when the credit paper in circulation is moderate’ in quantity, 
and the money generally in use largely metallic. Neither 
have the poorer classes suffered, for their condition is, with- 
out doubt, better now than it ever was before. 

The facts to keep in mind are, that while British wealth 
has increased four-fold, involving a four-fold increase of pro- 
duction, and of domestic and foreign trade, and a great 
increase of wages—the several absorbents of circulating 
money—the /apfer circulation of the United Kingdom has 
increased only seventeen and a half per cent. Will the infla- 
tionists explain ? 

GEORGE WALKER. 
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ELEMENTARY TEACHING OF POLITICAL ECONOMY. 
BY M. FREDERIC PASSY.* 
[ Zranslated from L’ Economiste Fran:ais for the Banker's Magazine. | 


The first step in the study of Political Economy is to get 
a general idea of the science, and of its objects. This may be 
obtained without having recourse to abstract and insufficient 
definitions, if the attention of the beginner be drawn to the 
universal fact of Zador, and to the necessity of it for main- 
taining and ameliorating human existence. It will be shown 
how man, impelled by the necessities which he can satisfy 
only by laying hold on, and making use of, the objects which 
surround him, applies himself first, for this end, to isolated 
efforts, then to efforts more or less fortunately shared with 
his fellow creatures. 

The learner will thus understand at the outset, the fact of 
Production, a fact belonging to man, since man alone, among 
animals, not only utilizes the resources which nature furnishes, 
but by intelligent activity provides for their reproduction and 
increase. He will, by this means, also grasp the fact, equally 
peculiar to man, of xchange, which makes men at all 
times, and in a thousand ways, the servants of each other, 
and which, through the wonderful mechanism of divided 
labor, converts the impotence of each into the omnipotence of 
all; and with this, the correlative fact of Property, a conse- 
quence of the appropriation of things to man’s use, and the 
reward of his efforts in appropriating them. It will be 
important here to indicate clearly, how this appropriation, 
instead of taking any thing away from the primitive commu- 
nity, is on the contrary the necessary condition of that 
active and productive industry by which the common patri- 
mony is gradually gathered together. /nheritance, without 
which this beneficent work would constantly have to be begun 
over again, and by means of which man alone is enabled to 
survive himself, by transmitting to other lives the fruits of 
his own life, will throw light on and supplement these fund- 
amental truths. 

The elements of production are various; it will be well to 
indicate them. There is matter which man did not create, 
and whose substance he cannot change, but which he can 

* This outline of a course of elementary study in Political Economy, has been 
prepared by M. Passy, with a view to the introduction of this science into the 
Primary Normal Schools of France, There are many of our readers, especially the 
younger ones, who are so immersed in the daily cares of business as to have little 


time for an extended plan of reading. To these, particularly, the paper of M. 
Passy will be acceptable and useful.—Ep. B. M. 
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mould to many forms by the application of the strength 
which is implanted in him. There is sctence, which by study- 
ing the properties of matter, and penetrating its laws, learns 
to avail itself of its known utilities, and to discover others 
hitherto unknown. There are (o/s, necessary complements to 
the human hand, which are but first products, destined to 
produce others, and without which man would be the most 
destitute and exposed of animals. Finally, there is w//, 
the impulse of all the rest, and moral force, indispensable 
spring of all progress, even material. The will is free ; labor 
should be so also, and just in proportion as it is so, does its 
fruitfulness increase with its energy. A glance backward to 
the past, and out upon the misery of slave countries, and 
afterwards upon the restraints and trammels put upon indus- 
try under the régime of close corporations, will naturally follow 
these earlier instructions. . 

Machines are nothing but tools, more complicated or more 
powerful ; whatever be their nature, their function is the 
same ; to do the work better and more quickly, and with less 
expense and trouble. They are therefore the chief auxiliaries 
of labor, which they tend to develop by varying its forms 
and multiplying its results. Examples drawn from the 
industries known to all, and borrowed from everyday life, 
will make this beneficial influence easily understood, and will 
put the learner on his guard, without wearying him with 
general reasoning, against appearances too often deceptive, 
which may seem, in the progress of machinery, to threaten 
danger to labor and to wages. 

And so with capital, which must be examined alternately 
in its origin and its effects, alike from the standpoint of him 
who possesses it and him who is still deprived of it. It 
must be shown how this Capital which is too often restricted 
to a few only of the forms of which it is capable, exists 
in fact everywhere, where there is a resource available for the 
use of mankind, and how, in order to constitute it, two con- 
ditions are necessary: First, Lador, which is its primal law, 
and then Saving, which is its necessary sequence. In this con- 
nection some observations may be made on the different 
aspects of saving, on the potence of the lesser econcmies, and 
in particular on academic savings banks, It must equally be 
explained how capital once formed becomes the _ nutri- 
ment of labor and the fountain of wages, and the pupil 
must be made to understand, by illustrations, always drawn 
from facts, that every destruction of capital, whatever form it 
may assume, entails as a necessary consequence, a withdrawal 
of employment, a decline in production, and a lowering of 
wages. 

Neither wages, properly speaking, which are the remuner- 
ation of labor, nor interest or profit, which are the rewards 
of capital or of intelligence, are the results of chance. They 
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depend, as does the price of products themselves, on their 
due proportion to each other, and on the conditions of 
demand and supply affecting them. A precise and clear idea 
must be given of this law of supply and demand, a law as 
inflexible in the economic world which it entirely ‘dominates, 
as is in the physical world the law of the equilibrium of 
liquids under the force of gravity. This apparent fatality 
must be shown to be in harmony with justice and the gen- 
eral prosperity, which equally require that the strongest ne- 
cessities shall be first satisfied, and the services most in 
demand, be the best rewarded. Every interference by force, 
whether it be the act of private violence or the intervention 
of law, as it can only disturb this natural equilibrium, is 
fatally prejudicial, and it is for this reason that the power 
of Government should not interfere with exchanges, nor with 
contracts, except to protect and guaranty their integrity and 
their freedom. 

On this subject a few words might be said as to the old 
regulations respecting prices and wages, as well as to strikes 
and other attempts made to modify artificially the rate of the 
former. It should be also stated within what limits and 
under what forms the demands of collective organizations 
may be permissible and efficacious, and at what point they 
become unjust and inoperative. Pains must also be taken to 
define carefully the character of wages, and while duly rec- 
ognizing the principle of association, it must be firmly 
maintained on the one hand, that wages, being the voluntary 
substitution of a fixed sum in place of the contingent divi- 
dend due to labor, are neither degrading nor oppressive, and 
on the other hand, that the extension of the principle of asso- 
ciation, properly so called, subject as it is to diverse and 
sometimes: unrealizable conditions, is not adapted to all 
industries nor to all situations. It can, at any rate, never be 
the result of general and imperative laws. A few words as 
to the various modes of codperation and participation, might 
here, according to the amount of instruction, be appropriate. 
Examples will illustrate how small capitals, by uniting, like 
drops of water to form a stream, may acquire the strength 
which they lack in isolation, and how, also, when they sur- 
render themselves imprudently to exaggerated schemes, they 
are only running to destruction. 

This exposé, unpretending as the attempt may be, would 
not be complete without the addition of a few words giving 
a correct idea of some of the most ordinary, yet least com- 
prehended, phenomena, 

In the first rank is Money, of which it is essential that the 
nature and function should be clearly defined, by showing 
that it-is neither an arbitrary sign and a conventional value, 
nor the principal wealth and chief form of capital; but 
simply one of those forms, as genuine as it is limited; a 
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depend, as does the price of products themselves, on their 
due proportion to each other, and on the conditions of 
demand and supply affecting them. A precise and clear idea 
must be given of this law of supply and demand, a law as 
inflexible in the economic world which it entirely dominates, 
as is in the physical world the law of the equilibrium of 
liquids under the force of gravity. This apparent fatality 
must be shown to be in harmony with justice and the gen- 
eral prosperity, which equally require that the strongest ne- 
cessities shall be first satisfied, and the services most in 
demand, be the best rewarded. Every interference by force, 
whether it be the act of private violence or the intervention 
of law, as it can only disturb this natural equilibrium, is 
fatally prejudicial, and it is for this reason that the power 
of Government should not interfere with exchanges, nor with 
contracts, except to protect and guaranty their integrity and 
their freedom. 

On this subject a few words might be said as to the old 
regulations respecting prices and wages, as well as to strikes 
and other attempts made to modify artificially the rate of the 
former. It should be also stated within what limits and 
under what forms the demands of collective organizations 
may be permissible and efficacious, and at what point they 
become unjust and inoperative. Pains must also be taken to 
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ognizing the principle of association, it must be firmly 
maintained on the one hand, that wages, being the voluntary 
substitution of a fixed sum in place of the contingent divi- 
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Examples will illustrate how small capitals, by uniting, like 
drops of water to form a stream, may acquire the strength 
which they lack in isolation, and how, also, when they sur- 
render themselves imprudently to exaggerated schemes, they 
are only running to destruction. 

This exposé, unpretending as the attempt may be, would 
not be complete without the addition of a few words giving 
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kind of merchandise having in it itself a value recognized by 
all, and possessing, by reason of this intrinsic value, certain 
special qualities which render it peculiarly fitted to be used 
as the customary instrument of exchanges, and the measure 
of value between other sorts of merchandise. Whence it fol- 
lows that, beyond certain limits, we cannot dispense with 
money, nor can we sacrifice to an unlimited acquisition of 
money, the possession of other riches more directly useful and 
consumable. If we can, in order to facilitate transactions, 
replace to a greater or less extent, actual payments in specie, 
by promises, these promises are only worth in amount, as 
much as can be realized for them in products or services. 
Paper which represents money, cannot suppress the use of it, 
as has been at various times vainly attempted. 

The same observation is applicable to Credit, which, while 
it may possess the virtue of stimulating the circulation of 
products, and, consequently, the remunerations of labor, can 
be neither unlimited because we can lend only that which 
exists, nor gratuitous, because we cannot deprive ourselves of 
one advantage, except in view of another at least equivalent. 
Every loan in order to be possible, presupposes the existence 
of the object loaned, and all borrowing which is not sense- 
less, presupposes on the part of the borrower, the intention 
of applying to the object borrowed, labor which will assure 
its reproduction with increase. 

But no labor, and with still more reason, no exchange, is 
possible without the existence of certain conditions of security, 
of regularity, of circulation, which can be procured and guar- 
anteed in no other way than under the form of collective 
services. To insure these services, which are the more 
numerous and considerable in proportion as societies are 
more advanced, expenditures, in like manner collective, are 
indispensable and must be provided for. This is the object 
of contributions often called ‘faxes, a word which erroneously 
suggests a different idea. It would be out of place in a 
course of elementary instruction, to discuss .in detail the 
various forms of taxation, or to engage in a comparative 
review of their respective merits, and of the systems proposed 
as substitutes. But it is of the greatest importance to put 
beyond all doubt the essential nature and the true principle 
of public charges, by making it clearly understood that they 
are not, as Turgot expresses it: “A burden imposed by the 
strong on the weak,” but the cost of, and compensation for, 
equivalent advantages. In other words, it is each one’s share 
in defraying the general expenses of society ; an assessment, 
in short, which the progress of civilization should tend to 
render, as much as possible, proportional to the share of those 
benefits which each one, by reason of his interests, receives. 
Therein as in the position occupied by labor, there is a gulf, 
between the institutions of the past and those of the present, 
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howsoever imperfect they may still be, and it will not be 
unprofitable to bring out this fact, and to show by a few 
observations at least, what taxation formerly was. 

Before ending, and in order to meet any erroneous impres- 
sions, it will be well to give a rapid but steady glance at the 
sufferings from which modern societies are not exempt, and 
to dwell a moment upon the painful fact of poverty. 

It should be remembered, in the first place, that on this 
point, as on others, the past has been no better than the 
present, and without manifesting injustice towards preceding 
ages, without disguising in any way either the evils or the 
sins of the present time, a comparison may be drawn from 
the simplest and most familiar data, between the condition 
of our fathers and our own. It will be shown, for instance, 
what the conditions of life were in former times, and what 
they are in our day, in respect to lodging, food, clothing, 
means of communication and of travel, of education, health 
and personal security. The various causes of misery, either 
public or private, should then be enumerated, and in contrast 
with them, there should be indicated the most efficient reme- 
dies. On one side are disorder, misconduct, improvidence, 
needless and thoughtless expenditure, the dram-shop with its 
fatal influences, idleness with its temptations, and also cir- 
cumstances which appear at first sight independent of the 
action of the individual will, but which in reality are not 
exempt from its control; domestic and foreign crises, changes 
in machines, stoppages of work, accidents, sickness, and above 
all ignorance, the source of the greater part of failures,’ and 
of errors. On the other side there are education and 
morality, which, by giving man more real worth and more 
command over himself, make him more capable of self- 
direction and of judicious self-employment; order, economy, 
moderation in desires, by means of which, other things being 
equal, one gets more out of his resources; finally, provident 
institutions of all sorts, insurances on life or against acci- 
dents, societies for mutual aid, superannuation funds, libraries, 
associations for instruction, etc., which, although they do not 
necessarily always protect from evil, serve at least to lessen 
the consequences of it, and procure, in a measure incomplete 
but increasing, the most valuable of all blessings, security. 

That this security may not be imperiled two conditions are 
before all necessary ; domestic order and foreign peace. The first 
is only possible when habits of mutual respect and of obedi- 
ence to the laws prevail, and the second can only be obtained 
by more just ideas of the duties of nations towards each 
other and of the true conditions of their grandeur and 
power. Neither revolutions nor wars, whatever may be their 
first apparent results, return what they cost, and they do 
more to arrest progress than to promote it. The spirit of con- 
cord, hernceforward so discernible, which binds together not 
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only the members of the same society, but the separate parts 
of the civilized world, tends to demonstrate better, from day 
to day, the common interests of humanity; and. the exten- 
sion of international exchanges, by interweaving continually 
the destinies of the most distant nations, is becoming one of 
the most powerful barriers against the still too frequent im- 
pulses of the spirit of adventure. Without touching at all 
on pending questions, the high importance of this purely 
economic evolution may be shown, and the true character 
demonstrated of those doctrines of commercial liberty which 
tend to make of the whole world, by a larger application of 
the division of labor, one workshop and one family. 

All that is essential in Economic Science is, I believe, com- 
prehended in this rapid summary. I venture to offer it, in 
virtue of a somewhat long experience, to those who may be 
called on to extend the teaching of this science, and I enter- 
tain the hope that it may be of some service to them. 


ADAM SMITH ON MONEY AND BOUNTIES. 
BY CHARLES H. CARROLL. 


I wish to direct the attention of readers who take a scien- 
tific interest in the money question, to the following extract 
from the chapter on Bounties, book 4, chapter 5, of Adam 
Smith’s Wealth of Nations: 

“That degradation in the value of silver, which is the 
effect of the fertility of the mines, and which operates 
equally, or very nearly equally, through the greater part of 
the commercial world, is a matter of very little consequence 
to any particular country. The consequent rise of all money 
prices, though it does not make those who receive them 
really richer, does not make them really poorer. A ‘service 
of plate becomes really cheaper, and every thing else remains 
precisely of the same real value as before. 

“But that degradation in the value of silver, which, being 
the effect either of the peculiar situation, or of the political 
institutions of a particular country, takes place only in that 
country, is a matter of very great consequence, which, far 
from tending to make anybody really richer, tends to make 
everybody really poorer. The rise in the money price of all 
commodities, which is in this case peculiar to that country, 
tends to discourage more or less, every sort of industry which 
is carried on within it, and to enable foreign nations, by fur- 
nishing almost all sorts of goods for a smaller quantity of 
silver than its own workmen can afford to do, to undersell 
them, not only in the foreign, but even in the home market.” 

It would be difficult, if not impossible, I think, toy make a 
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more undeniable and perspicuous statement of the effect of 
paper money in international commerce than this; yet it had 
no apparent reference to that abuse in the mind of Adam 
Smith ; he does not appear to have seen this bearing of his 
argument, for among the British economists he is the con- 
spicuous leader of the heresy, that the use of paper money is 
an economy of the precious metals. Nevertheless, there is no 
other political institution so effectual in the degradation of 
silver (that is to say, of money), as his pet institution, the 
Bank of England, which is founded on the principle and for 
the purpose of making paper money—the principle and pur- 
pose of discounting an evidence of debt out of itself. The 
bounty, which he very properly condemns, is a bagatelle in 
comparison. A duty on imports has the same effect on the 
value of money, as a bounty on exports, and so in fact has 
every method of taxation which raises prices. Until the 
degradation of its value, from the fertility of the mines, or 
from some abnormal interference, takes place, or until it is 
imported in excess, money will not leave the country any 
more than water will-run up hill. Absolute non-interference 
by banks and government, would speedily fill the money 
channel in this country with one thousand millions of dollars 
of solid capital in gold and silver through an active com- 
merce. This is the true policy with respect to all commodi- 
ties. Government should be supported by an ad valorem tax, 
to be paid equally out of profits, leaving all prices unaffected 
thereby. 

In the foregoing extract Doctor Smith exhibits the effect 
of a bounty on corn, having previously said: “ The real effect 
of the bounty is not so much to raise the real value of corn, 
as to degrade the real value of silver, or to make an equal 
quantity of it exchange for a smaller quantity, not only of 
corn, but of all other home-made commodities.” I do not 
take much interest in his notion that corn is more of an 
equivalent or regulator of the value of other things than any 
other equally desirable commodity except money; but with 
regard to the money question he teaches thus, unwittingly as 
it seems, the plain truth, that a,local rise of prices by politi- 
cal action is a degradation of silver, that is, of money, and 
a loss to the country. 

Now, why did he not see this before, or, why did he not 
say it in his chapter on Money in reference to the political 
institution of the Bank of England? The answer is that he 
had laid down a fallacy as the ground work of his theory of 
money and banking, a fallacy that, as a question of science, 
originated with that Mephistopheles of finance, John Law, 
and which Law expresses in these words: “ Money is not the 
value for which goods are exchanged, but the value by which 
they are exchanged; the use of money is to buy goods, and 
silver while money, is of no other use;” to which Smith 
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added another, an invention of his own, as follows: “The 
whole paper money of every kind which can easily circulate 
in any country, never can exceed the value of the gold and 
silver of which it supplies the place, or which (the commerce 
being supposed the same) would circulate there, if there was 
no paper money. . . . . Should the circulating paper 
at any time exceed that sum, as the excess would neither be 
sent abroad nor be employed in the circulation of the coun- 
try, it must immediately return upon the banks, to be 
exchanged for gold and silver.”” And he finally lays it down 
as an axiom, that with paper promises, convertible on 
demand, the currency cannot be increased at all. 

With these premises in view, of course he was blind to the 
effect of a paper currency in degrading the value of moncy; 
but these premises are false in the light of all experience, 
and according to his own philosophy, as set forth in the 
extract which is the text of this article. 

The former of these fallacies, the “medium of exchange,” 
is the stalking horse of political economy ; it served to build 
up the Bank of England ; it deluded France into the support 
of John Law’s Mississippi Scheme, and afterwards of the 
assignats ; and it is trotted out whenever and wherever a 
swindle in the circulation of false money is attempted. Of 
course, it is the figure we in this country are invited to fol- 
low in the greenback heresy, and, if we follow it persever- 
ingly, we shall land where France landed with the Mississippi 
Scheme, and with her assignats; where our fathers landed 
with the Continental money, and the late rebellion with its 
Confederate currency; that is, in general bankruptcy. But 
sharp men and speculators whose business it is, as Bastiat 
says, to watch the market, escape the ruin, and the loss falls 
ultimately where confidence and credulity abound and cun- 
ning and caution are scarce, upon little tradesmen, country- 
men and workmen, who are the great majority in the com- 
munity. 

But is not money the medium of exchange? Not 
especially. It is @ medium of exchange, and so is every 
other commodity, that is, every thing which is bought to be 
sold again. Money is a commodity, solid capital in trade, 
an object of exchange, the most significant and desirable 
object of exchange in the catalogue of commerce. It is the 
value for which goods are exchanged, as well as the value 
by which they are exchanged. The use of money is to pay 
for goods, not simply to buy them. Credit will buy goods 
but will not pay for them. Credit never pays for anything. 
But credit is a good medium of exchange, and so is a worth- 
less token, so long as it is acceptable to the public. 

If money is, as Law and Smith aver, but a medium and 
measure, and not a substantial value in exchange, the green- 
back theorists are justified. Then bank notes are money, and 
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the specie in bank, which I say is loaned in the notes and 
current deposits and earning interest, is, as Smith asserts, 
dead stock earning nothing; then the promise to deliver a 
thing becomes the thing to be delivered, and debt is money 
in violation of the plainest dictates of reason and common 
sense. , 

The other fallacy, which is Smith’s own, that paper con- 
vertible on demand cannot be issued in excess, was officially 
exposed, and one would think sufficiently disposed of, by the 
famous bullion committee of the British Parliament, in 1810. 
That a currency of bank debt can be expanded without ref- 
erence to the specie it displaces, and yet continue “ converti- 
ble,” until the business of the country is in utter confusion, 
we know by frequent and bitter experience; but the surpris- 
ing thing about Adam Smith’s doctrine on this point is, that 
the expansion of John Law’s scheme continued four years, 
1716 to 1720, until general prices had risen four-fold in 
France, before the bank stopped payment in specie. No one 
could have known this better than Adam Smith. 

I appeal to those who look below the surface of words 
that conceal ideas, to witness that the reputed father of 
political economy stultifies himself in the paper money doc- 
trine, of which, after John Law, he is the great teacher. His 
great work, the Wealth of Nations, is a series or collection 
of lectures delivered at wide distances of time. It is charita- 
ble to suppose that he may have altered his opinion between 
the lecture on JZoney and the lecture on Sounties ; otherwise, 
it seems to me, his partisanship and blind advocacy of the 
Bank of England, in which again he is the follower of John 
Law, must have clouded his understanding or corrupted his 
honesty. 

The significance of this matter just now lies in the threat- 
ening political aspect of the currency question. If the essen- 
tial function of money is merely that of a medium of 
exchange, the greenback fanatics have the inside track, and 
they will push their advantage to the destruction of the 
present system of bank currency undoubtedly. As against 
them there is no argument in favor of a bank .currency. 
They can make a currency for nothing in place of that which, 
made through banking, now costs needlessly many millions of 
dollars per annum in taxes and interest, and they can change 
the method of doing business from individual credit, which is 
necessary to make notes for bank discount, to government 
credit in greenbacks as “cash.” But will they stop there? 
Undoubtedly not. The great affair is always to get money, 
and, having satisfied themselves that a greenback is money, 
they will push the production to the capacity of the printing 
press, until capital is utterly disorganized, and the business 
of the country in chaos. 


3 
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THE REDEMPTION OF COUNTERFEIT NOTES BY 
THE BANK OF FRANCE. 


On several occasions, within a few years, the Bank of 
France has had to warn the public to be on their guard 
against forged 1oo-franc notes. The police had never, how- 
ever, been able to obtain any clue to the criminals until re- 
cently, when through the vigilance of an assistant in one of 
the large Paris drapery shops, one of the utterers was de- 
tected, and this arrest led to that of the entire gang. The 
chief reason why discovery had been so difficult hitherto, was 
then found to be because the secret of the fraud was con- 
fined to a single family. The prime mover was a skillful 
artist and engraver, and the notes were put into circulation 
by his own relatives. The quantity passed off must have 
been enormous, for a woman of the band has confessed that 
when the Bank published the numbers of the forged notes, 
she became alarmed, and burnt a pile of them a foot high. 

The loss by forged notes has of late years formed a 
considerable item in the expenses of the Bank, as, in order 
to prevent alarm, it always accepted them when con- 
vinced that they had been honestly received in trade. This 
loss in some years is said to have been as high as 200,000 
francs ($40,000). The number of forged notes was largest 
when those of 2of. and 25f. were in circulation, these having 
been hastily gotten up and not equal to the old notes in 
either engraving or paper. The present gang of forgers ap- 
pear to have begun their work some years back, with 20- 
franc notes, but when these were called in, they had to 
abandon them and manufacture others of t1oof., which are 
of larger size and of which the engraving is more elaborate. 

The practice of the Bank of France in redeeming notes 
purporting to be of its own issue but known to be forged, 
will appear strange to bankers in this country and in England. 
The reason assigned for this course of action, in the forego- 
ing account, strikingly illustrates how far from being wedded 
to paper currency the general French public are, and how 
slight a circumstance would induce them to prefer metallic 
money. In this country, the popular preference for paper, 
founded upon long habit, is too strong to be affected by the 
risk of forgeries, which is certainly not less in the United 
States than it is in France. If bank notés and government 
notes are of the same value as gold and silver, almost any- 
body here would choose the notes, and this choice is too 
decided to be affected by any real or supposed greater liabil- 
ity of paper to be forged, than of coin to be counterfeited. 
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In France, on the contrary, it would seem that the general 
circulation of paper has so slight a hold upon popular favor, 
that the Bank of France judges it to be expedient to incur 
considerable loss in redeeming forged notes, rather than to 
disturb public confidence in the genuiness of its issues. It 
is to be borne in mind, however, that in France the crime of 
counterfeiting is fraught with great risks and its perpetrators 
are pursued and punished with relentless energy and severity. 
The number of such forgeries is thus kept at a lower average 
than it would otherwise be. 


SEYD’S VIEWS OF BRITISH WEALTH. 


A paper read April 3, 1878, before the British Society of 
Arts, by Ernst Seyd, is attracting a good deal of attention. 
The very large balances against Great Britain, in its foreign 
trade during the past three or four years, have naturally 
raised the question whether its wealth may not now be 
declining after a long period of uninterrupted advance. No 
question could be more interesting to the British people, and 
the most eminent British financial writers are discussing it 
from various points of view. It is the topic of the paper of 
Seyd referred to. 

He distinguishes what he calls the “external” or “inter- 
national” wealth of a country, from its home, or internal 
wealth. His definition of the first species of wealth will be 
understood from the following estimate of the amounts of 
that character owned by Great Britain in 1872-4: 

Foreign and colonial public stocks % 650,000,000 
Shares and bonds of foreign and colonial railways and 

other public works 210,000,000 
Estates, industrial enterprises, and stock in banks in 

foreign countries and in British colonies 


Shipping (six million tons ) 
Balances of goods afloat and abroad 


The last item is presumed to include balances due 
goods sold abroad. 

He estimates that during the three years, 1875-7, this 
was reduced at least £ 105,000,000 by the excess of the 
adverse balances of foreign trade beyond the amount 
received as income upon British investments in foreign 
countries and in the colonies. He also estimates a reduction 
during the same time, of £55,0co,coo, by the defaults of 
Turkey and certain South and Central American nations, on 
their public obligations. He computes this loss on the 
actual former market rates of these obligations. If computed 
on their nominal amounts, it would be much larger. He 
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adds that the total reduction may be ¥ 200,000,000, if there 
be included in it “ shipowners’, merchants’ and other losses.” 
Upon the whole, his conclusion is, that in round numbers, 
the external wealth of Great Britain has in three years sunk 
from £1,100,000,000 to somewhere from £ 900,000,000 to 
& 950,000,000. 

It is well known that London banks and bankers always 
owe large debts abroad, in the shape of acceptances and 
balances subject to call. Seyd estimates this average amount 
at from fifty to sixty millions sterling. He says: 

England is the chief international banker still, and foreigners hold large 
amounts of English accepted bills. Several millions are held by the German, 
Belgium, Austrian and Dutch State banks, but French bankers, especially, hold 
heavy amounts. 

In respect to all these figures of Seyd, they must be taken 
as estimates merely, but as he is practically engaged in the 
business of banking, in London, they must be supposed to 
correspond with the opinions which are accepted there. But 
the principal item of British “external” wealth, £ 650,000,000, 
in 1872-4, in foreign National debts, reduced now, by 
defaults, to about £ 600,000,000, can be judged of quite as 
well here, as in London. It is true that Englishmen may be 
supposed to understand better than we can, the fiscal 
resources of the nations whose stocks they hold, but there is 
such a thing as a local mania, under which intelligent com- 
munities do things, and believe things, altogether incompre- 
hensible to lookers on. The Dutch are a staid and sensible 
people, yet they once had a Tulip mania, the history of 
which still amuses and instructs mankind. There is no ques- 
tion that the London banker, Goschen, who was the Chair- 
man of the British Parliamentary Commission of 1876 upon 
Silver, possesses a remarkably clear and sound judgment in 
matters of finance. It was the confidence justly reposed in 
him, which caused him to be recently selected as the Com- 
missioner to adjust the Egyptian debt, on a basis which 
would promise a reasonable degree of safety and permanency. 
Yet, with all his acumen, he performed that task in such a 
manner, that, if he was before an American Chancery Court 
on a commission de lunatico inquirendo, he would be fortunate 
if he escaped confinement as a madman. The Egyptian 
arrangement which he made was utterly preposterous, and is 
now everywhere admitted to be so. But it was the local 
mania of London bankers on the subject of National debts, 
rather than the individual aberration of judgment of Goschen, 
which led him to suppose it to be possible that Egypt could 
pay an annual interest of six per cent. on a debt of 
£ 90,000,000, held wholly by foreigners. 

The character of the £ 650,000,000 of foreign and colonial 
public debts, supposed to have been owned in Great Britain, 
in 1872-4, will be seen from the following statement of Seyd: 
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The total of the State debts of all nations amounts to about £ 4,500,000,000. 
Of these, the following with State debts, England, £ 785,000,000, France, 
4 750,000,000, Germany, £ 165,000,000, Holland, £ 80,000,000, Belgium, 
4 36,000,000, Denmark, £ 14,000,000, total, £1,830,000,000, are not only 
themselves the holders, but in addition to this are owners of part of the State 
debts of the following nations: United States, £450,000,000, Russia, 
4 375,000,000, Austria-Hungary, £ 346,000,000, Italy, £ 251,000,000, Spain, 
4 269,000,000, Turkey, £215,000,000, India, £ 136,000,000, Egypt, 
495,000,000, Mexico, £ 79,000,000, Brazils, £ 68,000,000, _ Portugal, 
4 66,000,000, British Colonies, £ 63,000,000, South America and other 
small States, {£ 295,000,000, total, £ 2,708,000,000. The correct proportion 
of debts held by the nations themselves is not known, but some of them have 
placed their entire debt abroad; in any case the greater bulk is held chiefly 
in England, France, and Germany. From the last estimates to be obtained, 
and under reserve, it may be that England thus holds about £ 650,000,000, 
France, £ 450,000,000, Germany, £ 400,000,000, Belgium, Holland, Switzer- 
land, etc., £ 100,000,000, total, £ 1,600,000,000. England’s share is much 
enhanced by holding the greater part of the debts of her colonies. 


From the second list of National debts given above, 
aggregating £ 2,708,000,000, there may now be struck out the 
4, 450,000,000 set down as the debt of this country, as only a 
small portion of it is held in Europe at the present time, 
and as the amount so held is steadily diminishing. This 
leaves £ 2,250,000,000, worth, on an average, from twenty-five 
to fifty per cent., according to future circumstances. If they 
are rated at fifty per cent. the aggregate value is 
& 1,125,000,000, of which, according to Seyd’s figures, $4, or 
A, 458,333,332, is held in the debtor countries themselves. If 
the remainder is held in the capitalist countries in the pro- 


portion estimated by Seyd, their holdings would be of the 
following real values: 
Great Britain & 270,833,329 


As those nations which “have placed their entire debt abroad” 
are the poorest of all, the proportion of value assigned above 
to the capitalist countries, must be somewhat beyond the 
fact. On the other hand, the debts of India and the British 
colonies, are much more secure than the average, and none 
of these debts are supposed to be held in Europe, outside of 
Great Britain. Taking all circumstances into account, it is 
not improbable that British holdings of foreign and colonial 
public stocks may be worth ¥£ 300,000,0c0, or about half what 
*Seyd computes them to be now worth. 

Upon the same view of values on which he fixes the 
“international” wealth of Great Britain at £900 or 
£ 950,000,000, Seyd says of that species of wealth in Ger- 
many and France— 

France and Germany besides holding foreign State debts, also hold railway 
and other bonds, are interested in goods, and have their shipping, but the 


aggregate is not so large as ours, although that of France is rapidly increasing, 
and in its total may not now fall short of £ 700,000,000. 
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And again he says: 


France has lost largely on account of her payments [to Germany] of 
% 200,000,000, but is recovering herself and increasing her international wealth 
more rapidly at this moment than ever, while Germany, with its small internal 
debt, has always had more room for foreign debts, and the power of the Ger- 
man financial centres of Berlin, Frankfort, and other towns, is far greater than 
is currently supposed. . 


If these views of Seyd are correct, France is very much 
nearer than has been commonly supposed in this country, to 
an equality with Great Britain, in the possession of the 
forms of wealth, defined as “international.” And if it is also 
true that France is “increasing her international wealth more 
rapidly at this moment than ever before,” while Great Britain is 
losing hers at something like a rate of five per cent. per 
annum, it cannot be long before France will be decidedly in 
the lead. ; 

It does not necessarily follow that the aggregate wealth of 
Great Britain, including home wealth, is declining, because 
her international wealth may be so. A land-owner is not 
necessarily the poorer because he calls in a given sum of 
money which he had loaned out at interest. He has become 
poorer if he has used up the money in his personal expendi- 
tures for living, or if he has expended it in improvements on 
his land which fail to increase the income of it, by an 
amount equal to the interest formerly received for the money 
which the improvements cost. There are certain classes of 
facts, notably the increasing productiveness of the income 
tax, which tend to show that the home wealth of Great 
Britain is making quite as rapid an advance as ever. Much 
the larger portion of British writers take that favorable view 
of the case, but it is quite evident that Seyd does not, 
although he rather avoids any categorical expression of his 
opinion. 

For the present, we make only two additional observations 
on the case. 

If Seyd’s figures are correct, while they show a nominal 
decrease, they prove an increase in the real value of the 
international wealth of Great Britain. Whether the fall in 
general prices throughout the world within four or five years, 
is attributable chiefly to demonetizations of silver, as Seyd 
and those who agree with him believe, or whatever may 
have been the cause, or causes of it, there is no doubt of the 
fact that the fall has been great. In this country we famil- 
iarly recognize it as true, that a person who deposited one 
hundred dollars in a Savings bank five years ago, and 
receives seventy-five dollars for it to-day, is better off than 
when he made the deposit, and better off, on the average, 
than if he had purchased any species of property with his 
money. If Great Britain really has the £ 900 or £ 950,000,000 
of the kinds of international wealth described by Seyd, it is 
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undoubtedly worth more than her ¥ 1,100,000,000 of four 
years ago. 

If Seyd is correct in arguing that the adverse balances of 
the foreign trade of Great Britain in the three years, 
1875-7, were so great, as to demonstrate a steady loss of 
British international wealth, the loss still continues, and on a 
scale little, if at all, diminishing. During the first four 
months of 1878, the adverse balance was reduced only 
4 1,965,123, or at the rate of an annual reduction of 
4, 5,895,369, as compared with 1877, when the adverse 
balance was £ 142,200,000. But while there is thus a very 
slight improvement, comparing 1878 with the single year 
1877, the results, so far, of the commercial movement of 
1878, are very much worse, compared with the entire term of 
the three years 1875-7, when the average annual adverse 
balance was £ 117,846,000. This year it will be £ 136,304,631, 
if the last eight months correspond with the first four. And 
it is to be considered, that, on Seyd’s view of the case, the 
annual British income from foreign investments is con- 
stantly lessening, so that if the adverse balances of trade 
remain only the same, the draft upon British international 
wealth will become constantly greater. 

The struggles and sacrifices made in British trade during 
the first four months of this year, in the way of reducing 
prices so as to keep up exports, have been so great, while 
they have produced so little improvement in the balance of 
trade, that the prospect for the future does not seem encour- 
aging. Bad as things were last year, they are worse this 
year. For the month of last April [see London LZconomist of 
May 11 ], compared with April, 1877, British exports of cotton 
yarn were twenty-one and three-quarter per cent. more in quan- 
tity, but produced only about fifteen per cent. more in money ; 
exports of cotton piece goods were thirteen and a quarter 
more in quantity, but only produced six per cent. more in 
money ; while exports of woolen cloths, which were five and 
a half per cent. more in quantity, produced six per cent. /ess 
in money. There is oftentimes in lowest depths a lower 
deep, but bottom in this case is being rapidly approached. 
It is nearly a year since the London Z?mes thought that 
British production and exports were only kept up by a con- 
stant sinking of the capital engaged in them. The language 
of Seyd is still more gloomy. He says: 


It may fairly be pointed out, that the ‘dullness of trade” does not only 
mean our making little profit in the international trade, but that heavy losses 
have been made by merchants—losses which they do not care to publish. The 
number and importance of our export traders have sensibly diminished during 
the last three years. I need not refer to the slackness of our industry in 
important departments, and the losses of capital engaged therein. It is com- 
puted that in Sheffield alone, the capital of certain firms has depreciated by 
five millions, and I am afraid that throughout the manufacturing districts, the 
aggregate of losses must be counted by tens of millions. 


Geo. M. WEsTon. 
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There is an old saying, that money makes money, the 
antithesis of which, apart from the power of labor and 
industry to create money, would be, that without money 
you cannot make money, and that if you attempt it the 
chances are that you will break down. Take money in the 
popular sense as meaning capital, and apply the saying 
to the action of large numbers of merchants, bankers, or 
speculators, whether acting collectively or as individuals, and 
you have in such attempt the substantive and ultimate cause 
of almost every commercial crisis. It is, indeed, a fact of 
common experience, that no sooner good fortune seconds 
commerce and industry—no sooner capital begins to accumu- 
late somewhat faster than usual, than there are always not 
a few ready to rush into all kinds of operations, either without 
any capital, or with capital utterly disproportionate to the 
undertaking. 

Nor is it easy to estimate what amount of capital is 
available at any time, or what proportion it bears to indi- 
vidual or national commitments, for accustomed by credit to 
trade with the capital of others, we are too apt to delude 
ourselves that there is no absolute limit to the amount of 
capital either already created, or capable, as by magic, to come 
into existence. Study the circumstances which attended every 
one of the commercial crises from which England and other 
countries have so much suffered, and you will find that, 
whatever the nature of the investment—whether solid or 
ephemeral—the great evil lay in having undertaken operations 
involving a larger investment of capital than was at the time 
available. Other causes may have their influence. Specula- 
tion may take one shape or another, and may be more or 
less erratic or extravagant ; but the main cause is the sudden 
realization of the fact of the disproportion between the supply 
and demand of capital. But if the cause be so simple and 
direct, why is it not foreseen in time? What hinders our 
preventing the mischief altogether? And why are crises 
recurring at almost stated periods ? 

Alas, it is the same in the natural as in the economic 
world? Days and months of beautiful sunshine are sure to 
be succeeded by a sultry atmosphere—the forerunner of a 
stormy blast; times of prosperity are sure to be suceeded by 
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times of adversity. Under the influence of steady success 
years glide on, and we are flushed with prosperity. A crisis 
comes, and we must recede. Experience, then, teaches 
caution, and under its wise guidance courage revives; but 
we speedily return to a state of indiscretion, and a fall is 
the certain consequence. Excitement, collapse, depression ; 
activity, excitement, collapse, and depression; these are the 
constant phases of all commercial crises. 

The great revolution which secured to the British people 
national freedom and civil rights, brought with it a pro- 
longed war with France, which necessitated a much enlarged 
national expenditure. Fortunately, for many years the 
wealth of the nation had been largely increasing, and the 
people were, on the whole, prosperous. Sir Josiah Child, in 
his Discourse on Trade, tells us that in 1694 England shipped 
one-third more of manufactures and minerals than she did 
twenty years before; that. houses in London yielded twice 
the rent ; and houses generally about one-fourth more than 
they did before the fire. That she had double the ton- 
nage of shipping; that trade payments were made for 
ready money instead of by bills; and that generally the 
increase of money in the country was very perspicuous. ” 
And strong evidence of this was given in the facility with 
which the Bank of England was founded with a large 
capital lent to the State, and in the many other compa- 
nies for banking and other purposes then started. But it 
was overdone. The Bank of England itself did not suf- 
ficiently measure its own power, and the result was a general 
crash. 

From the peace of Ryswick, in 1697, to the accession of 
George I, in 1714, English industry flourished. There was 
great demand for labor; foreign trade and navigation 
doubled in amount; private confidence was strengthened ; 
the spirit of the people was better; anda greater amount 
of capital was employed in trade than in any prior age; 
whilst the union of England and Scotland, and the provi- 
dent laws passed under Queen Anne, could not fail to 
encourage trade and invigorate the industries of the people. 
And the sequel was, that with a certain accummulation of 
capital and a want of sufficient outlets for the same at home, 
the people rushed to invest their money far, far away. The 
South Sea Company, originally founded for trading on the 
South Sea or Coast of Peru, in Spanish America, succeeded, 
by dint of artifices, to acquire an unprecedented popularity. 
Imaginary advantages, mysterious reports of hidden treas- 
ures, and dividends declared, if not realized, of 10, 20, and 
even 50, per cent. had their wonted effect. The public 
became intoxicated. The South Sea stock, which, at Christ- 
mas, 1719, was 126, rose in April, 1720, to 325, and step by 
step to 1,000. Nor did it end there. The whole nation 
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was infatuated by a rage for speculation. It was a time of 
absolute frenzy. Companies for most extraordinary pur- 
poses were formed, and the nation, or better still, the 
actors in the great economic drama, had undertaken infin- 
itely more than they could ‘fulfill. Suddenly, however, the 
bubble burst; the public awoke from the delirious dream. 
There was no money for such undertakings, wild or rea- 
sonable as they might have been. Consternation and 
despondency became universal; and whilst the directors of 
the South Sea Company were held up to public execration, 
the traders and investors on such trumpery objects—those 
who were beguiled to become responsible for what they did 
not possess—had to pay the penalty for their follies. 

Whilst English traders committed themselves to such 
investments, trusting on a certain amount of substantial pros- 
perity, French traders followed the same course at about the 
same time, without any such foundation. Utterly exhausted 
by the luxuries, wars, and wasteful administration of Louis 
XIV, France listened with delight to a scheme projected by 
an adventurous Scotchman, John Law, for remedying all 
her difficulties by the creation of ephemeral capital. His 
plan consisted in the establishment of a bank with a capi- 
tal of 6,000,000 fr., payable in four installments, 4 in specie 
and 3% in State notes, then at 70 to 80 per cent. discount. 
The bank was formed with royal favor, and Law’s notes 
were ordered to be received as cash in payment of the 
revenue. Soon after this, the colonization of Louisiana, or 
of the territory watered by the Mississippi, having taken 
place, Law’s bank engaged to sustain, or to finance, a large 
mercantile company intended to stretch its operations in 
Asia, Africa, and America; and by skillful management, the 
Indian Company, as it was called, put in circulation 624,000 
shares of 500 livres each, representing 312,000,000 livres, 
which, in consequence of the rise, were valued in the market 
at 1,797,500,000 livres. All Paris was in a state of infatu- 
ation—fétes, spectacles, and pleasures of all kinds multi- 
plied. Law was declared a demigod, and as he passed along 
the people cried out “God save the King and Monsigneur 
Law.” But events speedily changed their course. The 
famous notes, which constituted the fortunes of the Missis- 
sippians, did not obtain in exchange the natural quantity of 
bread and meat—faith in the paper was fast disappearing. 
What was to be done? Law, the comptroller of the excheq- 
uer, caused the coinage to be debased in proportion as the 
value of the notes fell. But all in vain—the lower the coin 
the smaller the loaf. It was quite clear, in truth, that France 
had been indulging in a vain show; and no sooner the eyes 
of the people were opened, than the hitherto illustrious Law, ° 
hated by everyone, was too successful in escaping in a post- 
chaise to Brussels. 
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During the greater part of the eighteenth century, whilst 
religious wars, and wars of conquest, endangered the exist- 
ence of States, and thwarted the course of commerce, there 
was but little accumulation of capital. And so it continued 
during the whole period of the war from 1793 to 1815. 
During the latter period production continued almost unin- 
terrupted, and the credit of the State, never shaken, permitted 
a sufficient capital to remain productively employed; but 
with the uncertainty which reigned in all manner of business, 
by sea as well as by land, there was little spirit to embark 
in commercial speculations, and though occasionally commerce 
was active and exciting, it never reached the condition of a 
crisis. 

Soon after the war ended, the Bank of England was ready 
to resume cash payments, and, with an increasing demand 
for produce and manufactures, commerce immediately 
revived. For a time the alternation of revival and depression 
continued; but from 1820 to 1824 trade was in a prosperous 
condition ; the crops were abundant, and with an addition in 
the amount of bullion in the Bank of England from 
41,746,000 in February, 1820, to £ 6,092,000 in February, 
1824, and a large addition to its deposits of from £ 5,000,000 
in 1820, to £ 11,000,000 in 1824, speculation began to set in 
in earnest. Other circumstances contributed to this end. 
Government came forward in 1823 with a measure for the 
reduction of the rate of interest from five to four per cent. 
upon consols to the amount of £ 135,000,000, and in 1824 for 
the reduction of four to three per cent. on £ 80,000,000. The 
acknowledgment of the South American Republic introduced . 
a new kind of commerce in loans and mining in foreign 
countries. A large number of companies were started for 
railroads, mining, canals, insurance, banking, gas, &c., 624 in 
number, requiring a nominal capital of £ 372,000,000, for 
which, however, no more than £ 17,600,000 were actually 
advanced ; and prices of all commodities, and of securities of 
all kinds, rose enormously, but the fall was as precipitous as 
the rise was unjustified, and to unbounded credit and confi- 
dence there soon succeeded a general distrust, during which 
the best securities could not be converted, and goods were 
rendered unsalable. The failure of Sir Peter Pole was the 
first to produce alarm, and the Bank of England, which had 
increased its issues from £ 19,390,000 in August, 1825, to 
£ 25,067,000 in February, 1826, with a continually decreasing 
amount of bullion in hand, suddenly resolved to refuse dis- 
counting any more. The sudden contraction of notes intensi- 
fied the alarm; sixty-three banks suspended payment, and it 
was only when the bank changed its policy, by discounting 
. freely, that confidence returned. 

The following is a synopsis of the principal facts connected 
with the crisis of 1826: 
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SYNOPSIS OF THE CRISIS, 1826. 


—— Bank of England Circulation. ——-—— Bills discounted, 
Notes of £5, Quarters, 
and bank Total 31 March to 
Date. Notes uuder £ 5. post bills. circulation. 30 September. Bullion. 


1822—Aug. 31 .£ 855,330,000 na 609,000 .£17,464,000 .£ 3,388,000 .£ 10,100,000 
1823—Feb. 28 . 681,500,000 17,716,000 . 18,362,000 . 4,107,000 . 10,400,000 
1823—Aug. 30 . 548,500,000 . 18,683,000 . 19,231,000 . 2,801,000 . 12,600,000 
1824—Feb. 28 . 486,130,000 . 19,251,000 . 19,736,000 . 2,227,000 . 13,800,000 
1824—Aug. 31 . 443,140,000 . 19,689,000 . 20,132,000 . 2,449,000 . 11,700,000 
1825—Feb. 28 . 416,730,000 . 20,337,000 . 20,754,000 . 2,466,000 . 8,700,000 
1825—Aug. 31 . 396,340,000 . 19,002,000 . 19,398,000 . 5,486,0co . 3,600,000 
1826—Feb. 28 . 1,375,250,000 . 24,092,000 . 25,467,000 . 9,597,000 . 2,400,000 
1826—Aug. 31 . 1,161,000,000 . 20,402,000 . 21,500,000 . 2,950,000 . 6,700,000 


Another ten years elapsed. The sufferings of 1825 were 
nigh forgotten, and new animation everywhere reappeared. 
The deposits at the bank increased largely. In 1835 they 
amounted to £ 12,500,000; in 1836 to £ 19,200,000. The 
spring of 1836 was marked by the display of a spirit of 
speculation and general excitement, which presented some 
resemblance to the spring of 1825, although far short of that 
period in extravagance, and attended with the important dif- 
ference that whereas in 1824-25 a considerable part of the 
speculation ran on investments in foreign loans and foreign 
mines, those of 1836 were chiefly, if not exclusively, directed 
to undertakings within the United Kingdom. The Bank of 
England was charged with having enlarged its issues in the 
autumn of 1835, and with having forcibly kept down the rate 
of interest, and thereby not only promoted the formation and 
extension of joint-stock banks, and encouraged and facilitated 
the system of discount and re-discount in this country, but 
also with having indirectly favored the financial operations of 
the United States Bank in negotiating a loan in this country, 
and created thus a demand of gold from this country to 
America. There was, indeed, an increase in the Bank of 
England note circulation from /£ 17,005,000 in the week end- 
ing 6th January, 1835, to £ 19,014,000 in the week ending 
January 13; but it was not maintained, and in 1836 the 
circulation was less than in 1835. In truth, the facilities of 
the money market were not greater in 1835 than in 1833, 
though the motives for the use of them were considerably 
greater. But, if the note circulation did not increase, the 
bullion did decrease, and, therefore, the amount of fiduciary 
circulation was greatly enlarged. The origin of the crisis 
was not indeed over-issue, but speculation. If there was 
any blunder on the part of the bank it was at the end, not 
at the beginning. 
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SYNOPSIS OF THE CRISIS, 1837. 
Date. Circulation. Bullion. Bills discounted. 


1834—25th February... £19,050,000 +» $9,225,000 -» $1,800,000 
1834—26th August .... 19,195,000 as 7303,0C0 oe 2,500,000 
1835—24th February... 18,510,000 na 6,289,000 ea 2,100,000 
1835—25th August .... 18,085,000 +e 6,255,000 net 2,600,000 
1836—z2oth February... 18,181,000 a0 9) 787,000 ee 2,900,000 
1836—3oth August .... 18,018,000 ae 5,250,000 aa 4,400,000 
1837—28th February... 18, 165,000 ¥ 4,077,000 ia 11,200,000 
1837—29th August .... 18,827,000 ee 6,548,000 AP 5,100,000 
1838—27th February... 18,925,000 Pe 10,471,000 oe 3,200,000 
1838—28th August .... 19,488,000 “a 9,540,000 és 2,900,000 


( Zo be concluded in next number.) 


THE BANK OF ENGLAND AND THE RESERVES. 


Attention has from time to time been called in the pages of 
this magazine, to the precarious position of the English banking 
system in its dependence upon the reserves held by the Bank 
of England. The late Mr. Walter Bagehot was one of the 
first to proclaim the danger of this inadequate foundation, 
and now his warning is taken up and reéchoed by some of 
the London financial journals. One of these points out in 
plain language that whenever there is from any cause a sud- 
den demand for money for the Continent or the Provinces, 
there is an instant drain upon the bill brokers and bankers 
of the metropolis, who in turn fall back upon the Bank of 
England. In an emergency, such as might be caused by a 
war with Russia, the Bank Act would have to be suspended, 
and there would be heavy risk of the whole delicately-inter- 
woven network of credit collapsing like a house of cards. It 
is to be remembered that things are not as they were in 1797, 
when the Bank was more isolated than it is now, or even as 
they were in 1847, 1857 and 1866, at each of which dates the 
Bank Act had to be suspended. At these several periods 
what are called “transfer credits” by telegraphic wire and 
transatlantic cable were unknown. 

The London World says in this connection: “It is obvious 
that the suddenness with which demands for cash can now 
be made does not leave the time there was formerly to or- 
ganize means of meeting sudden strains upon our system of 
credit. No doubt the telegraph facilitates ready action on 
the part of the bankers in self-defense as well; but in a case 
in which time is absolutely necessary to stave off danger it 
vastly adds to the difficulty of pulling through. The Bank 
of England has virtually ceased to be the people’s bank; 
and, while there is seeming safety in its re-discounting the - 
paper of the bill brokers, credit companies, and joint-stock 
banks, there is actual danger. At one time the Bank refused 
even to allow the London and Westminister Bank a drawing 
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account. There ought to be entire dissociation of the Old 
Lady from the other banks, else all may go down together. 
Until there is, the Bank of England cannot become better 
than it is at present, or show itself more worthy of its quasi- 
national position and privileges. It has lost its old control 
over the money market and yet has to bear all the burdens 
that are involved in its position as the center of our banking 
system. The consequence is, that week by week the reserve 
is dwindling away, and yet the Bank Directors are afraid to 
put up the rate to protect it, because the outside market 
would not follow them, and they might lose even the small 
discount business they have.” 

The extent of the dependence of the London bankers upon 
the Bank, and the growth of their balances in its hands, 
are shown by the following statement from the London 
Economist, and its comments thereupon : 

“A return recently published by order of the House of 
Commons, in continuation of similar statements made in 
former years, gives the particulars, week by week, of the 
amounts kept by the London bankers with the Bank of 
England during the year 1877. The previous returns carry 
the statement back to the year 1844, and, by combining the 
series, the history of the progress and development of these 
amounts can be clearly traced. In 1844, the average of these 
balances was only £900,000 for the year; an increase was 
observable in 1845, when they amounted to £ 1,200,000; and 
from this date onward the increase in these balances was 
almost continuous. But it was not till 1866 that they gen- 
erally amounted to more than £ 6,000,000. The figures since 
that date have been as follows: 


ANNUAL AVERAGES OF LONDON BANKERS’ BALANCES WITH THE 
BANK OF ENGLAND. 


Year. Amount. Year. Amount, 


1866 ‘5 £ 6,200,000 nee 1872 es & 7,600,000 
1867 es 6,700,c00 anne 1873 as 8,500,000 
1868 xe 6,800,000 eon 1874 me 8,300,000 
1869 oe 6,500,000 avn 1875 wa 10, 300,000 
1870 wa 6,600,000 eee 1876 + 11,800,000 
1871 ss 8,400,000 a 1877 ee 9,500,000 


“The continual increase in these amounts, taking them 
broadly, is really remarkable. During the course of the last 
year under consideration there has, it is true, been a diminu- 
tion in the amount, which may be accounted for by the 
extreme depression of business perhaps more than by any 
other cause; but if the experience of the last three years 
may be taken as a guide, it appears that a balance of about 
£ 10,000,000 may be assumed to be something like the 
amount continually needed to be held in this manner. For 
several recent years the bankers’ balances have equaled, on 
an average, three-quarters of the amount held in reserve by 
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the Bank of England. There were even two occasions during 
the last year in which the bankers’ balances exceeded the 
reserve. The dates when this occurred are as follows: 


RESERVE OF BANK OF ENGLAND. 


Date, 1877. Notes and Coin. Bankers’ Balances. 
October 24 k .. ££ 10,630,000 
October 31 6 ea 10,069,000 


“At first sight it might seem to be a great additional risk 
to the Bank of England that the balances of the bankers 
should equal at all times so large a proportion of its reserve, 
and should occasionally even exceed it. The balances of the 
bankers are the reserve they keep to meet any sudden 
demand, and it might be expected that they would be liable 
to vast and sudden fluctuations in consequence. But an 
examination of the return before us leads rather to a contrary 
conclusion. During the year under consideration the bankers’ 
balances were never allowed to drop below ¥ 8,000,000. This 
fact appears to point to the conclusion that there is a fixed 
limit below which the bankers, in the aggregate, cannot 
allow their balances to sink. And the reason for this is 
obvious. These balances form the resources from which the 
Clearing-House charges are met, and a consideration of the 
returns of the Clearing House, which we publish weekly, 
shows what enormous amounts are being continually trans- 
ferred from one hand to another through the medium of 
that establishment. The settlement of these heavy claims 
must necessitate the holding of very large sums in readiness 
to meet them, and these sums must practically be continually 
in circulation from one bank to another, and cannot really 
be removed from the circle in which they are continually 
moving. This is the case as far as the demands between one 
bank and another are concerned; these are met without any 
alteration in the aggregate amounts. But when a demand 
takes place for specie, either for the internal requirements of 
the country or for export purposes, then the question arises, 
how far resources, which cannot be touched, and can never 
be allowed to drop below a certain level, can be really 
regarded as working reserves to their possessors. When a 
demand arises which would carry money out of the circle of 
the clearing banks, they have to call in first supplies to 
replenish their balances. In any time of pressure the 
bankers’ balances are the first to increase in amount, and 
this, though it involves a further liability, yet is not without 
some advantages to the Bank of England. The rapid increase 
in bankers’ balances which took place during the course of 
the panic of 1866 is well known, and a similar power of 
immediately augmenting those amounts was shown in 1875, 
on the occasion of the perturbation in the money market 
which accompanied the Collie failure. A. Collie & Co. sus- 
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pended payment June 15, 1875, and an immediate movement 
appeared in the amounts held in this manner, as the follow- 
ing statement shows: 


BANKERS’ BALANCES, 


June 16, 1875 
June 23, 1875 
June 30, 1875 


“Had the uneasiness on that occasion continued longer, or 
been greater, a far greater increase in these amounts would 
doubtless have taken place. It should, however, be remem-: 
bered that the demands which may be made on the balances 
of the clearing banks are almost illimitable, being bounded 
only by the extent of the deposits which not only they, but 
all the banks in the country, collectively hold. We gave re- 
cently some information—the most recent it was in our power 
to obtain—on the extent of these deposits. Large as the 
balances constantly maintained by the bankers with the Bank 
of England appear to be when viewed by themselves, no one 
who considers the extent of the deposits can consider the 
amounts held at the banks as unnecessarily large in propor- 
tion to them. 

“The facts thus brought under our notice indicate in a very 
clear manner the extreme delicacy of the English money market 
and how closely everything is worked and economized in it. 
This economy is an advantage to the public, but it is not 
without its dangers. We would put it very strongly to the 
heads of the banking community whether, since the figures 
which supply the text to the comments we have made are 
now published annually, and are generally accessible, they 
will not sanction the anticipation of this official statement, 
and authorize those authorities who now supply these figures 
to the Government once a year, to supply the same informa- 
tion to the public, week by week, to be published with the 
statement of the Clearing House. In any time of anxiety, 
the publication of these figures, giving authentic information 
as to the amounts thus held, would assist in allaying popular 
apprehensions ; the knowledge thus obtained would likewise 
tend to the maintenance of a stronger reserve, and would 
thus be a step in the right direction.” 

To those who are accustomed to the frequent publication 
of bank statements, as required by the clearing-House asso- 
ciations of our own leading cities, the tardiness of the Eng- 
lish in this regard appears unaccountable. The sensitiveness 
of the London money market would seem to demand impera- 
tively the adoption of a measure which obviously would be 
an advantage as well as a safeguard. 





RECENT LEGAL DECISIONS. 


NATIONAL BANKS AND STATE USURY LAWS. 


I. 
UNITED STATES CIRCUIT COURT—WESTERN DISTRICT OF PENN. 
[ FROM THE PITTSBURGH LEGAL JOURNAL. | 
The First National Bank of Mount Pleasant vs. William Duncan and Brother. 


Error to the District Court. 


Before STRONG, Circuit Justice, and MCKENNAN, Circuit Judge. 

Opinion by Stronc, J. Filed June 3, 1878. 

In the Court below, this was an action brought by Duncan and Brother, part- 
ners, to recover the penalties prescribed by the Acts of Congress relating to 
National banks, for charging and taking usurious interest on loans made by the 
First National Bank of Mount Pleasant to the plaintiffs. At the trial in the 
District Court, evidence was given tending to prove that at different times the 
bank had made sundry loans to the plaintiffs, reserving and charging therefor 
interest at the rate of nine per cent. The plaintiffs claimed that interest had 
been paid at that rate, and that in consequence thereof they were entitled to 
recover from the banking association twice the amount thus paid. Numerous 
grounds of defense were taken by the bank, none of which were sustained by 
the Court, and the jury was instructed to return a verdict for the plaintiffs. 
The record having been removed into this Court, and errors having been 
assigned to the rulings of the District Judge, we are brought to a consideration 
of the defenses set up, and overruled. It is however unnecessary to refer to 
more than one of them, for if it should have been sustained, as we think it 
ought to have been, if proved, it is fatal to the plaintiffs’ right of recovery. 

It appears by the record that at the trial the defendants offered to prove that 
since the year 1869, and prior to January Ist, 1873, many State banks of issue 
had been organized in the State of Pennsylvania under the law of the State; 
that they had carried on business under such organization ever since, and that 
the rate of interest limited by the laws of the State for these several banks, at 
the time of their organization and ever since, was, ‘‘such an amount of interest 
as should be agreed upon between the bank and the borrower, or customer.” 
This offer was made in connection with evidence already given, and other to be 
offered, showing that the First National Bank of Mt. Pleasant is located in 
Pennsylvania, and that all the interest charged the plaintiffs for which this action 
was brought, was at a rate agreed upon between the plaintiffs and the defendant 
bank. The offer was overruled, and it was then renewed in different forms. 
Among others, the defendants offered to prove ‘‘that there is no general 
statute in Pennsylvania, limiting the rate of interest specifically, but that there 
had been organized under the laws of the State, in the State since 1869, at 
least sixteen State banks of issue, which since 1871 have carried on and still 
carry on business under the said organization and laws, and that by the laws of 
the State of Pennsylvania, all of the said banks are allowed, and have been 
since 1871, and still are, allowed to charge a rate of interest and discount of 
ten per centum per annum.” All these renewed offers were also overruled, and 
the Court charged the jury as follows: ‘‘ The legal rate of interest in Pennsyl- 
vania is six per cent., the rate of discount allowed to banks of issue is also 
six per cent. and no more. It is true that there are some banks that, by 
special Acts of Assembly, are allowed to charge more, but these are exceptions 
to the general laws of the State. Congress deals with general rules, and when 
it excepts banks of issue under the State laws, it means the general law applic- 
able to the whole State, and relating to banks of issue all over the State. 
The special acts, authorizing banks of issue, if there are any, apply only to the 
particular banks created by them, or permitted by them to take more than six 
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per cent., and these laws are laws unto these banks only. The general bank- 
ing laws of Pennsylvania prohibit the taking more than six per cent. discount. 
The National banking law prohibits a National bank in Pennsylvania from tak- 
ing more.” 

This instruction given to the jury, and the rulings of the District Court by 
which the evidence offered was excluded were erroneous, They were founded 
upon a misconception of the provisions of the Acts of Congress under which 
National banking associations are organized, and exist. The limitations of the 
rates of interest which such associations may charge and take, are such only as 
are prescribed in those acts. The associations derive no power from the States 
and they are not subject to restrictions imposed by the States. The rates of 
interest prescribed by the States for their own institutions or for the public gen- 
erally, are rules for National banks only so far as they are made such by Con- 
gress, and only in force of the Acts of Congress. The National Banking Act 
has enacted that any banking association ‘‘may take, receive, reserve, and 
charge on any loan or discount made, or upon any note, bill of exchange, or 
other evidences of debt, interest at the rate allowed by the laws of the State, 
Territory, or District, where the bank is located, and no more, except that where 
by the laws of any State a different rate is limited for banks of issue organized 
under State laws, the rate so limited shall be allowed for associations organized or 
existing in any such State under this Title” ( Revised Statutes, section 5,197 ). 
The purpose sought to be accomplished by this exception is very evident It 
was fully stated in 7iffany vs. National Bank of Missouri, 18 Wall., 409, to 
which it may be well to recur. The Supreme Court of the United States there 
said: ‘*It cannot be doubted, in view of the purpose of Congress in providing 
for the organization of National banking associations, that it was intended to 
give them a firm footing in the different States where they might be located. 
It was expected they would come into competition with State banks, and it 
was intended to give them at least equal advantages in such competition. In 
order to accomplish this they were empowered to reserve interest at the same 
rates, whatever those rates might be, which were allowed to similar State insti- 
tutions. This was considered indispensable to protect them against possible 
unfriendly State legislation. Obviously, if State statutes should allow to their 
banks of issue, a rate of interest greater than the ordinary rate allowed to nat- 
ural persons, National banking associations could not compete with them unless 
allowed the same. . . . The only mode of guarding against such contin- 
gencies was that which, we think, Congress adopted. It was to allow to 
National associations the rate allowed by the State to natural persons generally, 
and a higher rate, if State banks of issue were authorized to charge a higher 
rate. This construction accords with the purpose of Congress, and carries it 
out. It accords with the spirit of all the legislation of Congress. National 
banks have been National favorites. They were established for the purpose, in 
part, of providing a currency for the whole country, and in part to create a 
market for the loans of the general Government. It could not have been 
intended, therefore, to expose them to the hazard of unfriendly legislation by 
the States, or to ruinous competition with State banks, On the contrary much 
has been done to insure their taking the place of State banks. The latter have 
been substantially taxed out of existence.” Certainly their circulation has been. 
We have quoted thus fully from the language of the Supreme Court, because 
it bears directly upon the present case, and shows the meaning of the act of 
Congress. It shows what indeed seems very plain on the face of the act itself, 
that National banks are authorized to reserve and take interest on loans made 
by them at such rates as are allowed by State law to State banks of issue in 
the States where the National banks are located. In reserving and taking 
interest at such rates they act within the authority given them, violate no law, 
and render themselves liable to no penalties. 

The learned judge of the District Court was of opinion that because it was 
not shown, or offered to be shown, that the State hanks of issue incorporated 
under the State laws, and severally authorized to reserve and take interest at 
the rate of ten per cent., or at any rate agreed upon with the borrowers, are 
authorized, by general law, to charge more than six per centum, therefore 
National banks are not. His charge to the jury was, as has been stated, ‘*Con- 
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gress deals with general rules, and when it excepts banks of issue under the 
State laws, it means the general law applicable to the whole State, and relating 
to banks of issue all over the State.” In this opinion we do not concur. It 
interpolates in the statute words which are not there, and it disregards the 
plain purpose for which the excepting clause was inserted. The Act of Con- 
gress declares that where, by the laws of any State, a rate of interest different 
from the general rate shall be limited, or allowed for State banks of issue, 
National banks shall be allowed the same. It says not a word of allowance to 
the banks by general law. Charters offered by special law, granting special 
privileges to those who accept the offer, are as clearly laws of the State as are 
the most general enactments. Until recently in Pennsylvania, State banks were 
always organized under special laws applicable solely to each bank. There was 
no general banking law, and no rate of interest limited by general enactment 
for banks as such, and as a class, Each bank had its own peculiar privileges, 
though prior to 1869, generally restricted to charging the rates of interest 
allowed for natural persons. And, in many other States, all State banking 
institutions are organized under such laws, and they derive all their powers from 
such legislation. Whatever authority they exercise under their charters is lim- 
ited or accorded to them by the law of the State. 

And if we look to the purpose of Congress exhibited in the National Banking 
Act (the purpose of which we have spoken), what difference does it make 
whether State banks are authorized to take more than the interest allowed to 
natural persons, by special, or by general laws? In either case they would 
encounter favored rivals, and a destructive competiton, against which they could 
not stand, if they are not permitted to reserve and take interest at the rate 
accorded to the State institutions. In either case the unfriendly State legisla- 
tion, and the ruinous competition, against which Congress intended to guard, 
would be equally possible. States might establish banks along side of every 
National bank, and give them powers against which the National banking asso- 
ciations could not compete. A construction of the Act of Congress that opens 
the door to such results cannot be accepted as the true one. It is inconsistent 
with the letter of the act, and still more with its purpose and spirit. 

We hold, therefore, that the evidence offered by the defendants should have 
been received. If there are State banks of issue in Pennsylvania, authorized 
either by general or special law to take interest on loans made by them at 
such rates as may be agreed upon between them and the borrowers, the defend- 
ants have transgressed no Act of Congress, by taking nine per cent. from the 
plaintiffs (that having been the rate agreed upon ), and they are not liable in 
this action. 

The judgment of the District Court is reversed, and a new trial is ordered. 

MCKENNAN, Cir. Judge, concurs. 


II. 
SUPREME COURT OF OHIO, DECEMBER, Fa77. 
Hade, Receiver vs. McVay.* 


JURISDICTION OF STATE COURTS—SET-OFF AGAINST RECEIVER—PENALTY CAN- 
NOT BE SET OFF. 


State Courts have jurisdiction of actions against National banks for penalties and 
forfeiture prescribed by act of Congress for exacting usurious interest.t 

A right of set-off, perfect and available against a bank at the time of the 
appointment of a receiver, may be pleaded in an action by the receiver. 

In an action on a note discounted by a National bank, the defendant cannot <et 
off the penalty of twice the amount of interest paid on other loans.t 


* Furnished to the A/éany Law Fournal by E. L. DeWitt, Esq., reporter, and to appear in 
vol, 31, Ohio State Reports. 

+See, also, Ordway vs. Cent. Nat. Bank, Thomps. Nat. Bank Cas. 559, sed guere; Mis- 
souri River Telegraph Co. vs. First Nat. Bank, id., 401; Newell vs. Nat. Bank, id., 501. 

tSee Hintermister vs. First Nat. Bank, Vhomps. Nat. Bank Cas. 741; Brown vs. Sec. 
Nat. Bank, id., 849: Wiley vs. Starbuck, id., 436. 
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Action by the plaintiff, as receiver of the First National Bank of Mansfield, 
against the defendants, McVay, Allison & Co., drawers, and Walter Gledhill, 
acceptor, of a bill of exchange. ‘The bill was drawn for $ 3,000, and indorsed 
by the drawers to the bank. Before the commencement of the action, $1,500 
had been paid thereon. The answer, among other things, alleged that McVay, 
Allison & Co., desirous of obtaining a loan of money, drew said bill, secured 
its acceptance by Gledhill for their accommodation merely, and then procured 
its discount by the bank ; the officers of the bank having full knowledge that 
Gledhill was only an accommodation acceptor; that in discounting the bill the 
bank reserved, in advance, $93 as interest for ninety days, a rate exceeding 
that allowed by law. 

The answer further alleged, that during the two years then next preceding, 
McVay, Allison & Co, had borrowed from the bank divers other sums of money, 
the bank in each case knowingly reserving and receiving a rate of interest 
greater than that allowed by law, which the borrowers had paid. These alleged 
usurious transactions were particularly set out in the answer. The defendants 
prayed that the interest agreed to be paid on the bill in suit be adjudged for- 
feited, and that they recover by reason of such other usurious loans, twice the 
amount of the interest paid thereon, and that that sum be applied by way of 
set-off to the plaintiff’s claim. 

To the matter set up as a set-off the plaintiff demurred. The demurrer was 
overruled, the interest agreed to be paid on the bill was adjudged forfeited, and 
the amount of interest paid on said independent loans was ascertained, and 
twice its amount set-off against the plaintiff’s claim. The case was taken to the 
District Court on error, and by that Court reserved for decision here. 

BoyNTON, J. The rights of the parties became fixed before the approval of 
the Revised Statutes of the United States; and in so far as the case is affected 
by the National Banking Act, it is governed by the Act of 1864. 

Section 30 of that act, among other things, provided that the banking associ- 
ation might take and reserve, on any loan or discount made, . . ._ interest 
at the rate allowed by the laws of the State where the bank was located, and 
that ‘‘the knowingly taking, receiving, reserving, or charging a rate of interest 
greater than aforesaid, shall be held and adjudged a forfeiture of the entire 
interest which the note, bill, or other evidence of debt carries with it, or which 
has been agreed to be paid thereon. In case a greater rate of interest has 
been paid, the person or persons paying the same, or their legal representa- 
tives, may recover back, in any action of debt, twice the amount of the interest 
thus paid, from the association taking or receiving the same; provided such 
action is commenced within two years from the time the usurious transaction 
occurred.” 

The position of the plaintiff is, that the liability created by the provisions of 
this section was strictly penal, and that an action to enforce it is cognizable 
only in the Courts of the United States. This claim is founded on the pro- 
visions of the act of Congress of 1789 (1 Stats. at Large, 77, § 10; see U. S. 
R. S., § 711), which declares, that the jurisdiction vested in the Courts of the 
United States, in suits for penalties and forfeitures incurred under the laws of 
the United States, shall be exclusive of the Courts of the several States. 

If the question of jurisdiction depended for its solution on this provision alone, 
the position contended for would seem to be well founded. But since its enact- 
ment, Congress has, in many instances, professed in direct terms to invest State 
tribunals with power to enforce penalties incurred exclusively in the violation of 
the laws of the United States. (Cliflin vs. Houseman, 93 U. S. 130. By sec- 
tion 57 of said National Banking Act, it was provided, “that suits, actions and 
proceedings against any association, under this act, may be had in any Circuit, 
District, or Territorial Court of the United States, held within the district in 
which such association may be established; or in any State, county, or munic- 
ipal Court in the county or city in which such association is located, having 
jurisdiction in similar cases.” 

By this provision, the impediment to the exercise of jurisdiction by the State 
tribunals, created by the Act of 1789, was removed, and the consent of Con- 
gress expressly given to the exercise of jurisdiction by the State Courts, if com- 
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petent to receive it, concurrent with that of the Federal Courts, in suits, actions 
and proceedings arising under the Banking Act. Whether the same assent was 
given by section 8, it is unnecessary to consider. But, it is said, if it be held 
to have been the purpose of Congress to clothe the judicial tribunals of the 
States with jurisdiction to hear and determine causes arising under the Banking 
Act, that there still remains lying back of the fact of jurisdiction and upon which 
the fact depends, the question of capacity or power to take. And many cases 
are cited affirming the incapacity of State Courts to receive and exercise juris- 
diction to enforce a forfeiture or penalty imposed for a violation of the laws of 
the United States. But the doctrine of these cases has been repeatedly disap- 
proved and rejected, Gilman vs. Philadelphia, 3 Wall., 713; Ex parte Niel, 
13 zd. 240, and Claflin vs. Houseman, supra. 

In the last case cited it was held that the statutes of the United States are 
as much the law of the land in any State as are those of the State, and 
although exclusive jurisdiction may be given to the Federal Courts, yet where it 
is not so given, either expressly or by necessary implication, the State Courts, 
having competent jurisdiction in other respects, may be resorted to. 

In delivering the opinion in that case, Mr. Justice Bradley says: ‘‘ Legal or 
equitable rights, acquired under either system of laws, may be enforced in any 
Court of either sovereignty competent to hear and determine such kind of rights, 
and not restrained by its constitution in the exercise of such jurisdiction. Thus, 
a legal or equitable right acquired under State laws, may be prosecuted in the 
State Courts, and, also, if the parties reside in different States, in the Federal 
Courts. So rights, whether legal or equitable, acquired under the laws of the 
United States, may be prosecuted in the United States Courts, or in the State 
Courts competent to decide rights of the like character and class ; subject, how- 
ever, to this qualification, that where a right arises under a law of the United 
States, Congress may, if it see fit, give to the Federal Courts exclusive juris- 
diction. See remarks of Mr. Justice Field, in Zhe Moses Taylor, 4 Wall., 429; 
and Story, J., in A/artin vs. Hunter's Lessee, 1 Wheat., 334; and Mr. Justice 
Swayne, in Zx parte Niel, 13 Wall., 236. This jurisdiction is sometimes 
exclusive by express enactment and sometimes by implication. If an act of 
Congress gives a penalty to a party aggrieved, without specifying a remedy for 
its enforcement, there is no reason why it should not be enforced, if not pro- 
vided otherwise by some act of Congress, by a proper action in a State Court.” 
See, also, Bank of Bethel vs. Pahquiogue Bank, 14 Wall., 383; Farmers and 
Mechanics’ National Bank vs. Dearing, 91 U. S., 34. 

These cases resolve the question of jurisdiction to enforce the forfeiture, 
against the plaintiff, and fully settle the right of the State tribunals to entertain 
the action to recover the penalty given by the Act of Congress, if competent by 
their own Constitution to hear and determine like questions or causes arising 
under State lews 

It is urged, in the second place, that the Court below wrongfully entertained 
the cross-action of the defendants to recover the penalty, the principal action 
being brought by a receiver and not by the bank; that the act of Congress, 
authorizing actions to be brought in State Courts under the Banking Act, 
limits the right to actions against the bank, and that the alleged set-off, if avail- 
able in action by the bank, is not, and cannot be made available in an action 
brought by a receiver appointed by the Comptroller of the Currency to wind 
up its affairs. 

This objection is not well founded. ‘‘When cross-demands have existed 
between persons under such circumstances, that if one had brought an action 
against the other a counter-claim or set-off could have been set up, neither can 
be deprived of the benefit thereof by the assignment or death ‘of the other, but 
the two demands must be deemed compensated so far as they equal each 
other.” Civil Code, §99. The receiver holds to the bank and its creditors the 
relation, substantially, of a statutory assignee. A right of set-off, perfect and 
available against the bank at the time of his appointment as receiver, is not 
affected by the bank’s insolvency. He succeeds only to the rights of the bank 
existing at the time it goes into liquidation. American Bank vs. Wall, 56 Me., 
167; Miller vs. Receiver of Franklin Bank, 1 Paige, 444; Colt vs. Brown, 12 
Gray, 233. 
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This question, however, is relieved of importance in the present controversy 
by the disposition made of the question relating to set-off. Was the cause of 
action to recover back twice the interest paid, one arising upon contract within 
the meaning of that term as employed in §97 of the Code of Civ? Procedure : 

That section is as follows: ‘‘A set-off can only be pleaded in an action 
founded on contract, and must be a cause of action arising upon contract or 
ascertained by the decision of the Court.” 

The action to enforce the forfeiture was, by the act authorizing it, denomin- 
ated ‘‘an action of debt.” 

By the Revised Statutes, § 5,198, it is now denominated ‘‘an action in the 
nature of an action of debt.” In the division of forms of actions at common 
law into actions ex contractu and ex delicte, debt was included in the former 
class; and, therefore, it is contended that an action of debt is an action neces- 
sarily arising upon contract. But this does not follow. Debt was almost uni- 
formly the remedy on statutes, either at the suit of the party aggrieved or of a 
common informer, and in many actions confessedly not sounding in contract. 
I Chitty’s Pl, 125-8, e¢ seg. C. and A. R. R. Co. vs. Howard, 38 MUl., 414. 

It is quite manifest, in the case at bar, that there was no express promise by 
the bank to pay back any part of the interest received. That express assent 
was given to pay double the interest is not pretended. If, therefore, a contract 
or promise exists at all, it is because the law implies it from the circumstances, 
or imperatively presumes it from the relation shown between the parties. 
Hertzog vs. Hertzog, 29 Penn. St., 465; 2 Greenl. Ev., § 102. 

It is not denied that there is a large class of contracts which rest merely on 
construction of law and in which there is, strictly speaking, no agreement of 
the parties to the terms by which they are bound. 1 Chitty on Cont., 79. 

But it is said in AZetcalf' on Contracts, 5, that, ‘‘in sound sense, divested of 
fiction and technicality, the only true ground on which an action upon what is 
called an implied contract can be maintained is that of justice, duty, and legal 
obligation ;” and it is further said, as an instance of the application of the rule, 
that, ‘‘if one has another’s money, which in equity and good conscience he 
ought to restore, the law is said to imply a promise to restore it.” did. 

Iu many of the States and in England, a borrower having paid usurious 
interest, can maintain an action to recover it back. The cases holding, that 
such action is founded on an implied promise of the lender to restore the sum 
illegally exacted. The principle asserted is, that the title to the excess of 
iaterest paid never vested in the lender. And having another’s money, which 
he ought in equity to restore, an action for money had and received will lie to 
recover it. Wialhar vs. Baltimore Butchers’ Loan Association, 45 Md., 546; 
Wheelock vs. Lee, 64 N. Y., 242; Thomas vs. Shoemaker, 6 W. & S., 179; 
Ewing vs. Griswold. 43 Vt., 400; Basanguelte vs. Dashwood, Cas. Temp. Tal- 
bot, 38; Walker vs. Chapman, Loft., 342; Sones vs. Barkley, Doug., 696; 
Browning vs. Morvis, Cowp., 792; Williams vs. Hedley, 8 East, 377. 

It is claimed that these cases, in principle, settle the question, that the sev- 
eral causes of action interposed below, as set-offs, respectively arise upon con- 
tract. But it is quite obvious that they do not have the effect contended for. 

In the first place, the rule thus recognized does not go to the extent claimed, 
and secondly, it does not prevail in this State. Shelton vs. Gill, 11 Ohio, 417 ; 
C. mmercial Bank of Cincinnati vs. Reed, id., 498; Bagys vs. Loudenback, 12 
id, 153; Spalding vs. The Bank of Muskingum, id., 545; Rains vs. Scott, 13 
id, 107; Graham vs. Cooper, 17 id., 605. Whether well or ill-founded, the 
rule is firmly settled that the party paying is 7x pari delicto with the party 
receiving, and hence is denied an action at common law to recover back the 
interest paid in excess of the legal rate. 

It may be said, that the rule denying the action in such case does not go to 
the extent of denying the existence of a cause of action arising upon contract, 
in favor of the borrower against the lender, but thet it merely affects or cuts 
off the remedy as a punishment of the borrower for participating in the illegal 
transaction. But if we grant this, the proposition cannot be successfully main- 
tained upon any sound principle, nor is it sanctioned by any authority known 
to us, that an action upon a statute for twice the entire interest paid is an 
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action arising upon contract. No one of the cases above cited sustains or sup- 
ports the alleged right to recover upon a promise, implied in law, more than 
the amount paid in excess of the legal rate. They rest upon the ground that 
such excess is the money of the borrower in the hands of the lender ; but that 
the borrower’s equity, which gives rise to the implication of a promise, is fully 
satisfied when that sum is restored to him, which was wrongfully taken from 
him, is clearly deducible from the principle adjudged. 

The original act of February, 1863 (12 U. S. Stat., 678, § 46), in case 
illegal interest was taken or reserved, forfeited the entire debt. The Act of 
1864 reduced the sum to be forfeited to double the interest received. Both 
provisions were penal, differing only in the sum declared forfeited. Numerous 
decided cases hold, that the repeal of a statute creating a penalty or forfeiture, 
takes away the right to enforce it. Oviental Bank vs. Freeze, 6 Shep. (Me ), 
109; Laton vs. Graham, 11 Ill., 619; Sumner vs. Cummings, 23 Vt., 427; 
Washburn vs. Franklin, 35 Barb., 599; Lngel vs. Schurtz, 1 Mich., 150; 
Cummings vs. Chandler, 26 Me., 453 

That this would not be the result from a repeal of the statute creating the 
liability, if the cause of action arose upon contract, is established by a like 
uniform current of authorities. Wé#lliar vs. Baltimore Butchers’ Loan Associa- 
tion, 45 Md., 546; Dash vs. Van Kieck, 7 Johns., 477; Wright vs. Hawkins, 
28 Texas, 452. 

The principle is clearly illustrated in Wiliar vs. Baltimore Butchers’ Loan 
Association. The plaintiff brought an action to recover back usurious interest 
paid, the statute declaring that a person contracting for usury should forfeit the 
excess above the legal rate. While the action was pending, an act was passed 
by the Legislature taking away the right of action for usury in all cases where 
the same had been paid. It was contended by the defendant, that this act 
took away the right of the pending action; but the Court held that the plain- 
tiff’s right in such cause of action was a vested one, which the Legislature was 
wholly incompetent to take away. The decision was placed on the ground that 
the excess of interest which the act first mentioned authorized to be recovered 
back, was not a forfeiture or penalty, but was money belonging to the plaintiff, 
in the hands of the defendant, the right to recover which existed independently 
ot the statute, and could not be impaired or affected by its repeal. ‘‘ A vested 
right of action is property in the same sense in which tangible things are prop- 
erty, and is equally protected from arbitrary interference. Where it springs 
from contract, or from the principles of the common law, it is not competent 
for the Legislature to take it away.” Cooley’s Const. Lim., 362, and note. 

In Oriental Bank vs. Freeze, supra, it is said: ‘* Where a party, by statute 
provisions, becomes entitled to recover a judgment, in the nature of a penalty, 
for a sum greater than that which is justly due to him, the right to the 
amount which may be recovered, does not become vested until after judgment.” 
In Lucas vs. Government National Bank, 78 Penn. St, 228, a case quite 
nearly in point, where the penalty given by the act, creating it was sought to 
be used as a set-off, the Court says: ‘‘ Technically the latter part of the affi- 
davit of defence is bad, for it claims as a set-off that which the act of Con- 
gress imposes as a penalty on the usurious transaction, to wit, double the 
amount of the interest paid. In this the defendants had no such interest as 
would enable them to use it by way of defalcation, for it could be acquired 
only through an action of debt, under the statute, and until the forfeiture was 
pronounced in their favor, by judgment of the Court, they had nothing therein 
which would be the subject of set-off.” To the same effect is Overholt vs. 
National Bank of Mt. Pleasant, 82 Penn. St., 490. In Bank of Chambersburg 
vs. Commonwealth, 2 Grant, 384, it was held that ‘‘a penalty for breach of a 
statute is not, when sued for, within the defalcation acts, nor subject to any 
manner of set-off.” Without pursuing the subject further, in our opinion the 
Court properly adjudged the interest reserved on the bill in suit forfeited, and 
improperly held that the penalty imposed by the act of Congress for receiving 
usurious interest on other and independent loans, was available as a set-off. 

Judgment reversed, demurrer to the set-off sustained, and judgment for the 
plaintiff. 
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George M. Wheeler, Plaintiff in Error, vs. The Union Natienal Bank of Pitts- 
burgh.—In Error to the Superior Court of the City and County of New York. 


ffeld, That in order to work a forfeiture under the National Currency Act, it 
should appear affirmatively that the bank knowingly received or reserved an 
amount in.excess of the statutory rate of interest, and the current exchange for 
sight drafts. 


HARLAN, J.—The controlling question presented in this case for our deter- 
mination, involves the construction of the National Currency Act of June 3, 
1864, which declares that ‘‘the knowingly taking, receiving, reserving, or 
charging a rate of interest greater” than that ‘‘allowed by the laws of the 
State or Territory where the bank is located,” shall be “held and adjudged a 
forfeiture of the entire interest which the bill, note, or other evidence of debt 
carries with it, or which has been agreed to be paid thereon.” 13 Séaz., 108. 
The same section also declares: ‘‘ But the purchase, discount, or sale of a dona 
fide bill of exchange, payable at another place than the place of such purchase, 
discount, or sale, at not more than the current rate of exchange for sight drafts 
in addition to the interest, shall not be considered as taking or receiving a 
greater rate of interest.” 13 Stat, 108. 

Wheeler, the plaintiff in error, was sued as indorser upon two bills of 
exchange, drawn at Brady’s Bend, Pennsylvania, payable sixty days after date, at 
the American Exchange Bank, in New York, and discounted by the Union 
National Bank, of Pittsburgh, for the benefit of the Brady’s Bend Iron Company, 
a corporation created under the laws of Pennsylvania. Wheeler claims that the 
bank, under the provisions of the statute, forfeited the entire interest which the 
bills carried, or which was agreed to be paid. This claim was denied, first in 
‘he Superior Court for the city and county of New York, where this action 
was commenced, and subsequently, in the Court of Appeals of that State. 

No question having been raised as to the dona fide character of the bills, the 
bank had, by the express words of the statute, the right to charge and receive 
the current rate of exchange for sight drafts in addition to interest at the rate 
of six per cent. per annum, which is the rate fixed by general statute in the 
State of Pennsylvania. But upon examining the special finding of facts upon 
which the Court based its judgment, we discover no evidence of the current 
rate of exchange at the date of discount. That exchange was, in fact, charged, 
cannot be gainsaid by Wheeler, since he avers, in his answer, that the bills 
were discounted under an usurious agreement that the bank should receive, in 
addition to certain interest, in excess of the statutory rate, commissions or 
exchange of one-quarter of one per cent. No such agreement was, however, 
proven. Indeed, the record furnishes no evidence of any distinct agreement 
either as to the amount of interest or exchange to be reserved by the bank 
upon discounting the bills. Nothing seems to have been said at the time of 
discount as to the amount to be reserved by way of interest, or upon the sub- 
ject of exchange, and the Court refused, upon the request of Wheeler, to find 
it as a fact in the case, that ‘‘no exchange was charged.” While it may be 
inferred that exchange was charged by the bank, we are uninformed by the 
record whether it exceeded the current rate for sight drafts. 

The statute should be liberally construed to effect the ends for which it was 
passed, but a forfeiture under its provisions should not be declared unless the 
facts upon which it must rest are clearly established. It should appear affirma- 
tively that the bank knowingly received or reserved an amount in excess of the 
statutory rate of interest, and the current exchange for sight drafts. There is 
no proof of the rate of exchange, and since the courts uniformly incline against 
the declaration of a forfeiture, the party seeking such declaration should be held 
to make convincing proof of every fact essential to forfeiture. 

It is unnecessary to consider any other question in the case. The judgment 
must be affirmed. 
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[ FROM THE ALBANY LAW JOURNAL. ] 


CONTINUANCE OF SPECIAL RATE OF INTEREST.—When a note is given on 
time, with interest at the rate of twelve per cent., the holder after maturity 
receiving interest by operation of law and not under the contract, is entitled to 
six per cent. only. Duran vs. Ayer, 67 Mer. 


BILLs OF LaDino.— When Sraudulent bills by general owner of cargo sive 
no title: estoppel: fraudulent delivery by owner wrongfully in possession. 
Fraudulent bills of lading of wheat purporting to have been shipped by N at 
Buffalo by certain canal boats and consigned to defendants at New York, were 
made and transferred to defendants, and defendants paid certain drafts drawn 
by N against the supposed cargoes. At the time the wheat described was on 
board a vessel in transit between Milwaukee and Buffalo, under a bill of lading 
which had been transferred to plaintiff as security for the payment of a note of 
N discounted to enable him to pay a draft drawn on plaintiff for the purchase 
price of the wheat. Subsequently, without authority of plaintiff, or any act on 
its part enabling him to do so, N fraudulently shipped the wheat by the canal 
boats mentioned, and delivered it to defendants, they not parting with any value 
at the time on the faith of such delivery. He/d, that at the time of the mak- 
ing of the false bills of lading, plaintiff was the pledgee and special owner of 
the wheat in possession; that N has no authority to transfer title to the same; 
that N’s unauthorized interference with the wheat and delivery to defendants 
did not relate back so as to make valid the transfer by the false bills; that 
plaintiff was not estopped from asserting title to the wheat by the interference 
of N, and that after demand of the wheat and refusal to re-deliver it, was 
entitled to maintain an action for the same against defendants. Judgment 
below affirmed. AJarine Bank of Buffalo vs. Fisk. Opinion by Allen, J. 
[ Decided December 4, 1877. ] 


NEGOTIABLE INSTRUMENT.—I. Justrument given on agreement in contraven- 
tion of Section 45 of Bankrupt Law, valid in hands of innocent holder. A 
check given upon an agreement in contravention of section 45 of the Bank- 
rupt Law, to an assignee in bankruptcy, for compensation for his services 
beyond the fees allowed by law, while void in the hands of the payee, is 
valid in the hands of a dona fide holder for value without notice. Judg- 
ment reversed and new trial granted. Cowing vs. Altman. Opinion by 
Andrews, J. 

2. What sufficient to put on inquiry: check transferred fourteen months 
after date. A check was dated March 8, 1871, and placed by the maker 
in the hands of another person to remain until the happening of a specified 
event. On the happening of that event, on May 2, 1872, it was given by 
the third party to C, upon the order of the payee. On the same day it 
was delivered by C to a bank, in payment of a note held by it against a 
firm of which C was a member, and the note surrendered. In an action 
against the maker of the check by the assignee of the bank, the defense 
was that the instrument was given in contravention of the bankrupt law and 
was void. //ed/, (1) that the bank was a holder for value; (2) that while 
the date of the check was such as to put a purchaser on inquiry whether 
it had been discredited, the fact that it was not delivered to the payee 
until the 2d of May, 1872, would remove that objection, and the check was 
not overdue or dishonored, and the bank was bound to make no further 
inquiry, and the maker was liable to plaintiff upon the check, and could 
not avail himself of the defense interposed. ABvehm vs. Sterling, 7 Term R. 
423, followed. /6, [Decided December 18, 1877. ] 
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BANK CHECK.—WNot an equitable assignment of the fund drawn on; check in 
payment of insurance policy. An insurance company gave petitioner a check 
upon a banking institution where it had funds sufficient to meet the check, in 
settlement of a policy upon the life of petitioner’s husband. Before the check 
was presented to the institution on which it was drawn, a receiver of the com- 
pany was appointed who withdrew the funds from the banking institution. 
Hed, that the check did not operate as an equitable assignment of the fund 
upon which it was drawn fro ‘ante, and that petitioner was only entitled to the 
rights of a general creditor. (Haines vs. Clark, 3 N.Y. 119; Lunt vs. Bank of 
Aorth America, 49 Barb. 221.) Judgment below reversed. Attorney-General 
vs. Continental Life Insurance Co. In re Petition of Merrill, opinion by 
Church, C. J. [Decided November 27, 1877. ] 


CoRPORATION.—JLiability of stockholder: stockholder also creditor when not 
fiable, An action by a creditor of an incorporated company against a stock- 
holder, under Section 10, Laws 1848, chapter 40, cannot be maintained when 
the stockholder is also a creditor to an amount equal to his stock. The debt 
due the stockholder is a defense to this form of action in the nature of an 
equitable offset. Accordingly when defendant, who was a stockholder, had 
purchased notes against the company and advanced moneys for its use to an 
amount in excess of his stock, Ae/d, that he was not liable in an action brought 
against him individually by a creditor of the company. Judgment below affirmed. 
Matthews vs. Neideg. Opinion by Church, C. J. [ Decided January 15, 1878. ] 


ESTOPPEL.— /Vhen principal bound by representation of agent, B, a note 
broker, was the agent of plaintiff to sell certain notes made by him. Defend- 
ant applied to B to purchase business paper. B sold him at twelve per cent. 
discount the notes made by plaintifi, representing them to be business paper. 
Held, that plaintiff was bound by the representations of his agents and was 
estopped from claiming that the notes were usurious. Judgment below affirmed. 
Ahern vs. Goodspeed. Opinion by Folger, J. 

Ratification of act done by agent before agency commenced. A representation 
as to the character of one of the notes was made by the broker before the note 
was in existence. Held, that while plaintiff was not originally bound by such 
representation, a subsequent ratification with a knowledge of the facts would 
bind him, /é. [ Decided January 15, 1878. ] 


EVIDENCE.— When parol, admissable to explain writing. Defendant sent to 
the cashier of a bank a letter reading thus: ‘‘ Please discount for Mr. Cummer 
to the extent of four thousand dollars. He will give you customers’ paper as 
collateral, You can also consider me responsible to the bank for the same.” 
Held, that parol evidence of surrounding circumstances was admissible, to show 
whether this was intended to be a single credit for $4,000, or a continuing 
guaranty to that extent. Judgment below affirmed. Wahite’s Bank of Buffalo 
vs. Myles. Opinion by Earl, J. 

Construction of instrument of guaranty: continuing guaranty. In this case, 
Cummer was carrying on a continuous business in Buffalo, and doing his bank- 
ing business with plaintiff. Defendant was his father-in-law, residing in Canada, 
and was desirous to aid him. Cummer had already a large line of discount, 
but needed more to enable him to continue business. //e/d, that under the 
circumstances the letter was intended as a continuing guaranty. /d. [ Decided 
April 16, 1878. ] 


CHANGE OF STATE BANKS TO NATIONAL.—National banks, as Federal agen- 
cies, are only exempted from State legislation so far as may impair their 
efficiency in performing the functions by which they are designed to serve the 
Government of the United States. It is only when a State law incapacitates 
them from discharging these duties that it becomes unconstitutional. Zhomas 
vs. Farmers’ Bank of Maryland, 46 Md. 

Under the Maryland Act of 1865, ch. 144, a State bank becoming a National 
bank under a new name may still sue, in its old name, a scire facias on an old 
judgment obtained under its first organization. Such a privilege is not in conflict 
with the Act of Congress. did. 
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STOLEN SECURITIES.— When purchaser of, protected. The purchaser for value 
of stolen negotiable bonds, will be protected unless the circumstances are such 
that an inference could be fairly and legitimately drawn, that the purchase was 
made with a notice of a defective title in the seller, or in bad faith. It is not 
sufficient that a prudent man would be put upon inquiry, nor that the pur- 
chaser was negligent. Judgment below reversed. Dutchess Co Mut Ins. Co. 
vs. Hatchfield. Opinion by Church, C. J. 

Evidence to show intent admissible. Ut was shown in an action to recover 
stolen negotiable bonds purchased by defendant, that he had before purchased 
of the person from whom he purchased these bonds, a bond stolen at the same 
time. After stating as a witness, the circumstances of the purchase of that 
boad, and the explanation made by the seller, he was asked this: ‘‘Were you 
satisfied with the explanation given by Mr. Kendrick, of this other stolen bond 
"lal Held, that the question was proper. /é. [Decided April 9, 
1878. 


THE LAW OF BANK CHECKS. 


A recent decision of the Hamilton County (Ohio) District Court affirms the 
principle that on default of payment of sight drafts placed to credit of a deposi- 
tor, the right of the bank to recall the credit is superior to the right of the 
depositor to check against the fund. 

The following is a report of the decision : 

Charles Jacob, Jr., vs. The First National Bank of Cincinnati. Judge Avery 
delivered the opinion in this case. Goettle Bros. gave their check to Jacob for 
$ 1,323, in payment for beef, and the next day the check was presented for 
payment through the clearing house. When the check was drawn Goettle Bros. 
had a balance to their credit of more than enough to pay the check, but this 
balance was made up of sight drafts, which they had deposited, on Charleston 
and New York, and which had been received as cash on deposit. When the 
check was presented three of the drafts, to an amount much larger than the 
balance, having been protested, payment was refused. The drafts had bills of 
lading attached, and it required all the balance on deposit, except $190, to 
make up the deficiency between the proceeds of the bills of lading and the 
face of the drafts. The $190 was afterward applied to other drafts of the 
same series which subsequently became due. Jacob brought suit on the check 
against the bank, and there was a judgment against him in the Court of Com- 
mon Pleas, to reverse which he files this petition in error. 

Court—As between the payee and drawer a check is an absolute appropria- 
tion of the fund, and on notice to the bank binds the fund. This is because 
of the common understanding between the bank and its depositors, that money 
deposited is there for the purpose of being drawn out by check. But when 
sight drafts of depositors are received as cash, there is an implied condition 
that they shall be paid, and on default of payment the right of the bank to 
recall the credit is superior to the right of the depositor to check against the 
fund. Nor in the event of the bank resorting to bills of lading securing the 
drafts, would the holder of the check have the right to maintain an action 
against the bank for any balance that might be left, because a check is not in 
its nature an assignment of what ultimately may be due as between the bank 
and its depositor, but is confined to a particular fund. Where there is no such 
fund on which as against the bank the depositors would have the right to draw, 
there can not be any privity between the holder of the check and the bank, 
enabling him to maintain an action against the bank. Judgment affirmed. 
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INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. NATIONAL BANKS AND MORTGAGE BONDs, 


Do you consider there is anything in the law preventing a National bank buy- 
ing first-class R. R. mortgage bonds—even in excess of ten per cent. of its capi- 
tal? Would not such bonds rank as commercial paper? 

REPLY.—National banks have only such powers as are expressly given, or 
result by necessary implication from the language of the Bank Act. There is 
nothing in the act expressly authorizing the purchase of railroad mortgage bonds, 
nor can the authority be inferred from the provision giving banks ‘‘all such in- 
cidental powers as shall be necessary to carry on the business of banking, etc., 
etc.” Buying railroad mortgage bonds cannot be necessary to the business of 
banking, even if the bonds are ‘first-class ;” and the act establishes no criterion 
by which their character can be tested. We think, therefore, as a general 
proposition, that National banks have no right to invest in such bonds, and this, 
in effect, was the decision in Weckler vs. The First National Bank of Hagers- 
town, 42 Maryland Rep., 581. This was an action for deceit in the sale of 
Northern Pacifics, which bonds the bank was engaged in selling on commission. 

There is, however, this exception to the rule, which was established by the 
Supreme Court of the United States, in case of First National Bank of Char- 
lotte vs. National Exchange Bank of Baltimore, 92 U. S., 122, viz., that a 
bank may take stock, bonds, or similar securities, in payment or compromise 
of a doubtful debt, in order to avoid loss and with a view to convert the 
securities into money. It is also generally understood, and has been so decided, 
that a bank may receive a deposit of such bonds, of stocks (not its own), and 
of any other personal chattels, as security for loans. Railroad bonds are nego- 
tiable instruments, but they are not commercial paper. 


” 


II. RESERVES OF NATIONAL BANKS. 


If a National bank owes another National bank, say $10,000, and has on 
hand National bank notes $ 10,000, why are they not a lawful reserve so far 
as the balance or debt is concerned, when they are virtually lawful money in 
the hands of the debtor bank? See sec. 74 or 5,196. 


RepLy.—We think not. By sec. 5,191 of the U. S. Revised Statutes, the 
reserves of National banks must be kept in lawful money, 7. ¢., gold, silver 
coin, and Treasury notes, and by sec. 5,192, three-fifths of said reserves may 
be kept in certain balances and Clearing-House certificates, which are deemed 
‘‘lawful money” for that purpose. These reserves are held against their 
aggregate deposits and notes in circulation, and not for the payment of any one 
creditor especially. Even if the $10,000 debt to the other National bank were 
the only liability, we doubt whether the provisions of sec. 5,196 would then be 
so inconsistent with secs. 5,191 and 5,192, as to overrule the positive require- 
ments of those sections. Sec. 5,196 only makes the National bank notes on 
hand a legal tender to discharge this particular debt. 
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III. THE RELATION OF A BANK TO PAYEE OF A LOST CHECK. 


First proposition.—A delivers his check on the Bank of B to C, payable to 
the order of the latter, and before indorsing same, C loses it. Query. Should 
the bank, upon being notified by C, of such loss, and the tender by him of an 
indemnifying bond, pay the amount of the lost check to C? 

Second proposition.—A delivers his check on the Bank of B to C, which check 
is made payable to the order of D; C remits the same to D, but it is lost in 
the transmission. 

Query 2. Should the Bank of B, upon being notified of the above facts, and 
being tendered an indemnifying bond by D, pay the amount of such check to 
him ? 

3. Would the duty of the bank, or the rights of parties under the foregoing 
statement of facts, be any different if checks had been sold by the drawer, 
instead of being delivered by him for a previous indebtedness ? 

4. Upon the first statement of facts, what course should C pursue to recover 
the money? and what course should C or D pursue upon the second statement 
of facts? 

If it be concluded that delivery of check amounts to an equitable assignment 
of money in drawer’s hands as between drawer and payee, but not as to bank 
until presentment of check, can it be claimed, or has it been held, that second- 
ary evidence of contents of check, identity of parties, proof of issuance and loss, 
and tender of bond of indemnity, would amount to Presentment so as to charge 
the bank? 


REPLY.—The answers to these questions must depend upon whether a check 
is an assignment of funds in the bank. There are decisions by the Courts of 
some of the States that a check, as between drawer and payee, works such an 
assignment of the funds upon which it is drawn, and that this assignment is 
binding upon the bank, as soon as it has notice of the check, so that it may be 
sued thereon by the payee. This view is maintained in Daniel on Negotiable 
Instrumenis, where our correspondent will find the cases cited and the argu- 
ments in support of it well stated. We think, however, the better doctrine to 
be that a check is not such an assignment (see the authorities cited in last 
March number, page 736), and answer the queries upon that theory. 

1. No. The bank could not be sued upon the check, were it in existence, 
still less can it be compelled to pay upon a bond of indemnity. 

2. No; for the same reason. 

3. We do not see how the duty of the bank towards C and D, or their rights 
against the bank, would differ in either case, except as stated hereafter. 

4. Upon the first state of facts C should notify the bank and A of the loss, 
tender A an indemnity, and demand a new check, or sue him upon the lost 
check, and upon the consideration given for it. 

Upon the second state of facts, D may tender A an indemnity, and sue him 
upon the lost check, and D must do this if the check, when lost, was at his 
risk, If the check was not at the risk of D, we think C, tendering an indem- 
nity, might sue A for the amount paid for the check, if it was sold to him, 
or upon the original indebtedness, if it was given to C in payment of such 
indebtedness. C, of course, could not sue on the check itself, because that 
was drawn to the order of D. 

Upon the last part of the query, we have seen no decision, but have no 
doubt, upon general principles, that, in any jurisdiction where a check, upon 
presentation, is held to be an assignment binding upon the bank, the facts 
stated would amount to a sufficient presentment to charge the bank. 
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IV. THE TRANSFER OF STOCK HELD AS COLLATERAL. 


In transferring stock pledged as collateral security, is it necessary in this 
State [ Massachusetts ] to mention wat it is collateral for, and if so, to what 
extent must the note be described? If the lender simply holds the certificate, 
taking only a power of attorney, the stock may be attached for debts of bor- 
rower ; while if it be adsoluée/y transferred to the lender, he assumes the 
liability of a stockholder. To escape such a dilemma, the shares must be 
transferred ‘‘as collateral security.” What further is essential ? 


REPLY.—We find in the General Statutes of Massachusetts, chap. 68, sec. 13, 
the following provision : 


‘In transfers of stock as collateral security, the debt or duty which such 
transfer is intended to secure shall be substantially described in the deed or 
instrument of transfer. A certificate of stock issued to a pledgee, or holder of 
such collateral security, shall express on the face of it that the same is so 
holden ; and the name of the pledger shall be stated therein, who alone shal 
be responsible as a stockholder.” 


This is a substantial re-enactment of a statute of 1838, before the passage of 
which it is understood to have been decided that one who accepted a transfer 
of stock in a corporation, upon the books thereof, though as collateral security, 
became a stockholder, and liable as such. This being the law, the statute was 
passed to enable a pledgee to hold stock without liability; but in order to 
avoid that liability, we think the course prescribed by the statute must be 
strictly followed. What is a ‘‘substantial description” of a debt or duty, in 
this connection, has not been decided, but we do not think that any descrip- 
tion of a debt is ‘* substantial’? which does not include the name of the debtor, 
amount of the debt, the time when it is due, and the rate of interest, if. it 
bears interest, 

Since the statute, it has been frequently held that one who takes a transfer 
of stock absolute, in form, and has a corresponding certificate issued to him, is 
a stockholder, though the transfer between him and the person making it was 
a mere pledge. And we do not think a simple statement in the transfer that 
it is made as collateral, without saying to what, can be enough to free the 
pledgee from liability. 

The necessity for taking a transfer upon the books of the corporation, arises 
from the fact that in Massachusetts stock may be attached on mesne process, 
and such attachment would take precedence of a pledge, of which no notice 
has been given to the corporation. 


V. REMITTANCES FOR COLLECTIONS. 


A bank at Jefferson, Texas, sends us a collection drawn ‘‘ With exchange on 
St. Louis or New York. Have we a right to remit in exchange on Jefferson, 
Texas, for face of the collection? 


REPpLyY.—You may adopt for yourself such rates of charge for collecting and 
remitting as may seem proper; but if you announce that you remit ‘‘ without 
charge beyond current rates of exchange,” it would not be consistent there- 
with to remit a check of less value than the exchange called for on face of the 
collection. 
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VI. RESPONSIBILITY OF BANKS FOR COLLECTIONS, 


A bank receives for collection a draft on a distant point, and employs a bank 
at that point, in good standing, as per Commercial Agency Reports. The 
bank collects, delivers up the draft, remits its check on New York in payment, 
which is at once forwarded for payment, the customer receives credit for col- 
lection paid. The bank check is returned protested, and on same day the 
drawer fails. Is the collection completed when credit is given customer, or is 
that an entry subject to payment of check, or only to be a legal transfer of 
funds to customers’ use, when the check is duly honored? And can the cus- 
tomer be called on to refund in equity, or by law, or does the bank lose the 
amount credited the customer, which was not current funds till paid to said 
bank’s New York correspondent ? 


REPLY.—We do not think the receipt of the check on New York, if due 
diligence was used in presenting it for payment before the failure of the drawer, 
would amount to a receipt of the proceeds of the collection ; and the fact that 
the customer received credit for, or was allowed to draw he amount of the 
check, was, at that time, a mere gratuitous accommodation o him which ought 
not to affect the legal rights of the parties. Your right, therefore, to cancel 
the credit given for the collection, or to recover back the amount thereof, if 
the customer was allowed to draw it out of the bank, must depend upon your 
responsibility for the failure of the collecting bank. If you are responsible for 
its solvency you are liable to your customer for this collection. 

Upon this question, viz., whether, when a bank receives, for collection, a 
deposit of negotiable paper, payable at a distant place, it is responsible for the 
acts, or defaults, of the agents, or correspondents to whom it commits the 
paper for presentment upon the parties liable thereon, the law differs in different 
States. In New York and Ohio the receiving bank is responsible, while in 
Massachusetts, Connecticut, Maryland, Louisiana, Pennsylvania, Missouri, Illinois, 
and Wisconsin, it is not responsible, if it has used reasonable and proper care 
in the selection of its agents or correspondents. It has been supposed that the 
Courts of the United States followed the Massachusetts rule, but it has been 
recently decided by Judge Wallace in the Circuit Court for the Second Circuit, 
in Kent vs. Dawson Bank, 13 Blatchford’s Reports, 237, that the New York 
rule is the correct one. This, however, was in a New York district, and other 
Circuit Judges may decide differently. 

The New York rule follows strictly the doctrine of the law of agency, that 
when one, as principal, contracts to fulfill a duty towards another, he is liable 
for any default, whether on his own part or that of those to whom he delegates 
the duty ; and this receives the commendation of Daniel, in his work on /Vego- 
tiable Instruments, who says: 


** Any other rule opens the door to carelessness in the conduct of banking 
business, which should be conducted with every safeguard to the customer who 
intrusts his interests to the keeping of such agents. If they are averse to deal- 
ing with distant and unknown parties they should decline undertaking the col- 
lection or handling of the paper, and if they assume it they should do so for 
sufficient compensation, and be held responsible. If unwilling to take charge 
of the collection under this implied understanding, they should insist on a 
special contract, or refuse it.” 

On the other side it is said, that, the whole duty of a bank receiving a note 
for collection is, seasonably to transmit the same to a suitable bank or other 
agent at the place of payment; that the customer knows perfectly well the 
bank in the usual course of business will have to employ an agent in a distant 
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place, and expects it to do so, and as matter of law, wherever the busi- 
ness of an agent is such that the employment of a sub-agent is necessary, and 
is so understood by the party employing him, the agent is not responsible pro- 
vided he makes a fit and proper selection. Further, that collections are either 
made gratuitously, or for a very small commission, and the consideration received 
is too small to sustain the inference of an agreement to be responsible for the 
solvency and good conduct of all subsequent banks and agents whom it may be 
necessary to employ; that such an insurance should call for a large premium, 
and can only arise from an express contract. 

Upon the whole, we think the latter rule the better, and it certainly seems 
to be the more popular throughout the United States. 

It should be added that these rules are only applied in cases which are 
unaffected by any general usage prevailing among banks where the note is 
deposited, or any special contract, or understanding between the parties. It is 
always open for the bank to show that there is a general usage, or understand- 
ing, that it shall not be liable, or that the paper was received ‘‘ for transmis- 
sion” merely. In fact where the New York rule prevails, we suppose the 
banks, generally, protect themselves by a special agreement or understanding 
that the paper is received ‘‘for transmission,” or something of that sort. This 
inquiry comes from Iowa, where the question appears to be still an open one, 
and it is consequently impossible for us to guess which of the preceding rules 
the Courts of Iowa will adopt. Our correspondent will find an interesting dis- 
cussion of the question in Morse on Banking. 


VII. Is A WAIVER OF PROTEST AN INDORSEMENT ? 


Does the fact of a party signing a waiver of protest on the back of a note 
before maturity, make him holden on the note the same as though he had pre- 
viously indorsed it? In the case in question the party’s name only appears 
under the waiver. 

REPLY.—We assume that, after the delivery of the note, and while it is in 
the hands of the holder, a person not previously liable on the note, puts his 
name on the back thereof, under a waiver of protest. It is impossible to sup- 
pose that a mere waiver of protest is intended by this signature, because the 
writer thereof has no authority to waive protest for any one liable. On the con- 
trary it must be taken to be an zndorsement waiving protest. The effect of 
such an indorsement is well settled. It amounts to a guaranty of the payment 
of the note when it becomes due; and authorizes the holder to write such 
contract of guaranty over the signature of the indorser, in case it becomes nec- 
essary to bring a suit against him. This guaranty, however, is a new contract, 
collateral to that of the maker of the note, and can only be enforced against 
the guarantor upon proof of a new and separate consideration given for his 
signature ; and this consideration must be averred and proved. In this respect 
it differs from an ordinary indorsement, or from an indorsement similar to this, 
but made defore the delivery of the note. In the latter case the contract is 
supported by the original consideration, because the payee is supposed to have 
parted with something valuable upon the strength of the liability of the party 
who puts his name on the note. For remarks upon that contract see reply and 
decision of Supreme Court of the U. S., in our last May and December 
numbers. 





THE BANKERS’ CONVENTION OF 1878, 


THE BANKERS’ CONVENTION OF 1878. 


At a meeting of the Executive Council of the American Bankers’ Association, 
held on June 8th, at their office in this city, it was decided that the annual con- 
vention required by the constitution shall be held at Saratoga, on the 7th, 8th, 
and gth of August next. The following circular to banks and bankers has been 
issued ; 

“* You are earnestly invited to attend the various sessions of the convention, 
and to take part in the proceedings. The objects which the convention has in 
view are numerous, and some of them are of such importance that every indi- 
vidual connected with the banking business, either as an officer, a shareholder, 
a director, or a dealer, is personally interested. For obvious reasons, it is this 
year particularly desirable that a large delegation should attend from all parts 
of the United States. The time has arrived when our banks and bankers must 
recognize the necessity of acting together, and of cultivating a closer union for 
great common objects, conducive alike to the revival of business, the improve- 
ment of public and private credit, the stability of our financial system, and the 
general prosperity of the country. We intend to send you, in a few days, a 
copy of the addresses and proceedings of this Association before the Committee 
of Ways and Means, and its Sub-Committee, at Washington, during the session 
which is now closing. The subjects of this report have so close a relation to 
the financial and industrial, the agricultural and manufacturing, interests of the 
country, that a conspicuous place will, no doubt, be given to them in the pro- 
gramme of our annual convention. 

**You will receive further information as to the topics and the speakers, 
when our Committee of Arrangements have perfected their plans. Since the 
war the banks have been singled out for heavy, invidious and mischievous tax- 
ation. In 1865, when the corresponding war taxes on other interests were 
removed, the war taxes of the banks ought also to have been taken off. We 
are informed by Congressmen of influence, that if we had appealed to Congress 
with the other suffering interests, we should, with them, have obtained relief. 
We neglected to do so; and the Federal taxes on the banks, which, through 
them, do the business community so much harm, are almost the only surviving 
relics of those special taxes which an enlightened fiscal reform designed to sweep 
away at the close of the war. 

‘* Besides this question of tax-repeal, which is so vital to the prosperity of 
business and to the very existence of many banks in certain parts of the 
country, there are other practical subjects which have been suggested for the atten- 
tion of the convention. Among these is the unrestricted power to issue munici- 
pal, county, and other bonds, by which heavy burdens of taxation are being 
foisted upon the people. These burdens are now so galling as to be a frequent 
menace to our public credit at home and abroad. It is to be feared that unless 
judicious restrictions stop the reckless issue of bonds, the outcry for repudiation 
may gain strength ; although it is evident that the issuers of such bonds are the 
men who should be punished, and not the honest holders who have: given their 
money in good faith for them. 

‘*In introducing the various discussions during our three days’ sessions, 
addresses will probably be given on the history of our banking system in the 
United States, with a comparison of its chief features with those of foreign 
banking systems ; on the agency of the banks here and abroad in negotiating 
Government bonds, and in the refunding of public debts; on the relations of 
our banks to the Treasury, under the existing laws of the United States; and 
on other subjects illustrating the present economic state and prospects of the 
nation, the growth or decadence of wealth and productive power, the influence 
of banks upon public and private credit, the true principles of currency reform, 
and the financial evils which, by weakening the foundations of the banking 
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system, inflict weakness upon all kinds of industry, commerce and material 
progress throughout the country. 

‘*We shall be glad to hear from you on any of the foregoing topics, at your 
earliest convenience. The present circular is chiefly intended as a preliminary 
announcement of matters upon which we wish to consult you, and other repre- 
sentatives of the State and National banks, the Saving institutions, the private 
banks, and the trust companies, throughout the United States.—Yours truly, 


“ JAMES BUELL, Secretary.” 


oS 


Usury Liws AND NATIONAL BANKs.—Besides the cases reported in this 
number of the BANKER’S MAGAZINE, another suit has recently been decided 
which involved an important question in usury law This was in the Court 
of Common Pleas of Philadelphia, being that of Charles P. Meloney vs. The 
Third National Bank, and was an action to recover back excessive interest 
alleged to have been paic upon notes extending over a period of several 
years. Suit was not brought, however, until after six months had elapsed 
from the last alleged payment of interest. 

Counsel for the bank thereupon put in a special plea, reciting the Act of 
Assembly of May 28th, 1858, fixing the rate of interest in this State at six 
per cent., and limiting the time in which actions to recover back usurious 
payments may be brought to six months. The plaintiff demurred to this plea, 
on the ground that, as the bank was the creature of an Act of Congress, 
the State law of 1858 was not applicable to it. To this demurrer the bank 
made answer that, as the remedy invoked by the plaintiff was given by the 
State law and not by the Act of Congress, such remedy was clearly subject 
to the restrictions of the law giving it. The Court sustained the plea of 
the bank and overruled the demurrer. 


HENRY CERNUSCHI.—The remarkable career of M. Cernuschi as a successful 


speculator is thus described in a recent Paris letter: 

“M. Cernuschi is a very extraordinary man. He and Alessandro Castellani 
fought side by side behind barricades in the old Italian revolution. Cernuschi 
left Italy and came to France after political events had rendered an Italian resi- 
dence temporarily distasteful to him. He lived modestly here for some time, 
but was soon employed by M. Arago in the Bureau of Longitudes, and his 
remarkably versatile talent soon displayed itself in many ways. His views on 
paper money brought him into relations with the administration of the Bank of 
France, and he was soon allowed to become the agent for a loan. At this 
business he accumulated several millions cf francs, the foundation of his present 
colossal fortune. Then he went rapidly forward. A Republican of Republi- 
cans, of course, he became embroiled with the Empire, which expelled him 
from the country. He came back after Sedan and naturalized himself a French 
citizen, saying that he had not the right of doing so when France was great 
and glorious, but that he gladly joined his fate to hers when she needed help 
Then came the Commune, and Cernuschi had an extraordinary escape. He was 
put up against a wall to be shot by the Versailles troops, when an officer who 
had seen him in Rome—an officer who had been on duty to protect the Papal 
power—recognized and saved him 

‘*He is wonderfully acute in business. Shortly before the Franco-Prussian 
war came on, he bought up all the cognac in the market of Bordeaux and sent 
it to London. Meeting M. Castellani in that city, he invited him to dinner, 
and in the course of the repast remarked, ‘Oh, 1 made 800,000 francs to-day 
out of that little speculation in cognac.’ When he started on his journey round 
the world, Castellani advised him to keep a sharp lookout for fine Japanese 
bronzes Cernuschi crganized a caravan in Japan, went far into the interior, 
and brought back the materials for this splendid museum, which we had the 
pleasure of seeing last month. There are few parks, if any, in the world, 
which have, like the Parc Monceau, a palace like that of Me Menier at one 
end, and a mansion like that of M. Henri Cernuschi at the other of its 
rich and verdurous lawn.” 
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" BANKING AND FINANCIAL ITEMS. 


Notice.-—The Second Edition of the BANKER’s ALMANAC AND REGISTER for 
1878, will be issued early in July. Copies of the new volume forwarded to any 
address for Three Dollars. The ‘‘ Cashier’s Supplement,” comprising the Bank 
Lists of the United States and Canada, with the Alphabetical List of Cashiers, 
&c., will be issued at the same time, and forwarded without charge to all 
subscribers to the First Edition. I. S. Homans, Publisher. 


CONGREss —Among the bills which failed to pass, that of the repeal of the 
Resumption Act was happily one. The amended bill which the Senate con- 
verted into a bill making greenbacks receivable at par for subscriptions to the 
new four-per-cent. loan, and also. after October Ist, for customs duties, was 
finally defeated in the House, on May tgth. A two-thirds majority was neces- 
sary to pass it, and the vote was 140 for, to 105 against it, less than the re- 
quired number 

One of the later bills passed by Congress, was that for the government of 
the District of Columbia. The bill provides that hereafter the Secretary of the 
Treasury shall pay the interest on the 3.65 bonds of the District of Columbia, 
issued in pursuance of the Act of Congress approved June 20, 1874, when the 
same shall become due, and all amounts so paid shall be credited as a part of 
the appropriation for the year, by the United States, towards the expenses of 
the District of Columbia. 


THE CANCELLATION OF LEGAL-TENDERS to the extent of eighty per cent. of 
new National bank circulation issued, was stopped on May 28th. The following 
bill passed the Senate on that day by a vote of 41 to 18: ‘* Be it enacted, 
etc., That from and after the passage of this act it shall not be lawfui for the 
Secretary of the Treasury or other officers uader him to cancel or retire any 
more of the United States legal-tender notes, and when any of said notes may 
be redeemed or be received into the Treasury under any law, from any source 
whatever, and shall belong to the United States, they shall not be retired, can- 
celled or destroyed, but they shall be reissued and paid out again and kept in 
circulation, provided that nothing herein shall prohibit the cancellation and 
destruction of mutilated notes and the issue of other notes of like denomination 
in their stead, as now provided by law. All acts or parts of acts in conflict 
herewith are hereby repealed.” 

The bill having already passed the House was approved by the President. 
The Secretary of the Treasury therefore cancelled no legal-tender notes for 
the month of May, although the increase of National bank notes during the 
month called for the withdrawal of over $1,600,000, The amount of legal ten- 
ders left outstanding is, therefore, $ 346,681,016, and all hope is abandoned of 
reducing the total to $ 300,000,000, 

THE INTERNATIONAL SILVER CONFERENCE —The third section of the Sil- 
ver bill directed the President ‘‘to invite the countries composing the Latin 
Union, and such other European nations as he might deem advisable, to 
join the United States in a conference to adopt a common ratio between 
gold and silver, for the purpose of establishing, internationally, the use of 
bi-metallic money.” The conference is to be held within six months of the 
passage of the act (February 21st). Thre2 commissioners, to be paid 
$2,500 each and and their expenses, are to be appointed by the President. 
The governments of France, Italy, Russia, Hungary, Holland. Switzerland, and 
Greece, have accepted the invitation, leaving England and Germany the only 
important countries to be heard from. 
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THE BANKRUPT LAw was finally repealed on May 28th, the House of Rep- 
resentatives having concurred in the Senate amendment. The bill was signed by 
the President May 31st, the text being as follows: 

**Be ‘it enacted, &c. 

‘“*That the Bankrupt law, approved March 2d, 1867, Title 61, Revised 
Statutes, and an act entitled an act to amend and supplement an act entitled an 
act to establish a uniform system of bankruptcy throughout the United States, 
approved March 2d, 1867, and for other purposes, approved June 22d, 1874, 
and all acts in amendment or supplementary thereto, or in explanation thereof, 
be and the same are hereby repealed. 

‘* Provided, however, that such repeal shall in no manner invalidate or effect 
any case in bankruptcy instituted and pending in any Court prior to the day 
when this act shall take effect; but as to all such pending cases, and all future 
proceedings therein, and in respect of all pains, penalties, and forfeitures which 
shall have been incurred under any of said acts prior to the day when this act 
takes effect, or which may be thereafter incurred, under any of those provisions 
of any of said acts which, for the purposes named in this act are kept in force, 
and all penal actions and criminal proceedings for a violation of any of said 
acts, whether then pending or thereafter instituted, and in respect of all rights 
of debtors and creditors (except the right of commencing original proceedings 
in bankruptcy ), and all rights of and suits by or against assignees under any or 
all of said acts in any matter or case which shall have arisen prior to the day 
when this act takes effect (which shall be on the Ist of September. 1878), or 
in any matter or case which shall arise after this act takes effect, in respect of 
any matter of bankruptcy authorized by this act, to be proceeded with after 
said last-named day, the acts hereby repealed shall continue in full force and 
effect until the law shall be fully disposed of, in the same manner as if said 
acts had not been repealed.” 


REDEMPTION OF FIVE-TWENTY Bonps.—The Secretary of the Treasury 
issued in June, two calls of $5,000,000 each, for the redemption of five-twenty 
bonds of 1865, consols of 1865. The following are the descriptions, all num- 
bers being inclusive : 

Fifty-ninth call, June 5. Matures September 5. 

Coupon Bonds.—Dated July 1, 1865, namely: $50, Nos. 59,001 to 60,000; 
$100, Nos. 101,001 to 103,000; $ 500, Nos. 69,001 to 72,000; $1,000, Nos. 
125,001 to 130,000. Total coupon, $2,500,000. 

Registered Bonds.—‘* Redeemable at the pleasure of the United States after 
the Ist of July, 1870,” as follows: $50, Nos. 2,051 to 2,100; $100, Nos. 
16,601 to 17,150; $500, Nos. 9,701 to 10,000; $1,000, Nos. 32,201 to 33,100 ; 
$ 5,000, Nos. 8,701 to 8,900; $10,000, Nos. 16,251 to 16,75¢. Total regis- 
tered, $2,500. Aggregate, $ 5,000,000. 

Sixtieth call, June 20. Matures September 20. 

Coupon Bonds.—Dated July 1, 1865, namely: $50, Nos. 60,001 to 62,000; 
#100, Nos. 103,001 to 105,000; $500, Nos. 72,001 to 74,000; $1,000, Nos. 
130,001 to 135,000. Total coupon, $ 2,500,000. 

Registered Bonds.—** Redeemable at the pleasure of the United States after 
the first day of July, 1870,” as follows : $50, Nos. 2,101 to 2,200; $ 100, Nos. 
17,151 to 17,600; $500, Nos. 10,001 to 10,200; $1,000, Nos. 33,101 to 
33,700; $5,000, Nos. 8,901 to 9,100; $10,000, Nos, 16,751 to 17,100. Total 
registered, $2,500,000. Aggregate, $ 5,0C0,000. 

The record of calls for redemption of 5-20’s since April 11, the date of sign- 
ing the contract for $50,000,000 of four and a half per cents. stands as follows : 
May I, $5,000,000; May 6, $5,000,000; May 22, $5,000,000; June 5, 
$ 5,000,000 ; June 20, $5,000,000. Total, $25,000,000, 

New York.—The East River National Bank has resolved to reduce its 
capital stock from $ 350,000 to $250,000. The president of the bank says 
that the main reason for contracting its capital is the fact that the real 
estate, which represents much of that capital, has shrunken enough to diminish 
its actual worth by $100,000. The method will be to retire 4000 out of 
its 14,000 shares of capital stock, the same to be divided pro rata among 
stockholders, and with their full consent. 
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THE NATIONAL TRUST CoMPANY.—Mr. William J. Best, the receiver of the 
National Trust Company, who was appointed December 15, 1877, announced in 
June the final dividend of twenty-fve per cent. to depositors. There had 
already been paid one dividend of fifty and another of twenty-five per cent., 
and now the depositors of that institution are receiving the full amount of their 
claims. Of the $2,000,000 of securities owned by the company about ninety 
per cent. or $1,800,000 had no fixed market value. It is hoped that the stock- 
holders may finally realize twenty-five or thirty per cent. 


DIVIDEND.—The receiver of the suspended Oriental Savings bank has been 
authorized by the court to pay the depositors a dividend of twenty per cent., 
being the first dividend declared. 


DUNCAN, SHERMAN & Co.—In December, 1875, the Trenton Banking Com- 
pany obtained judgment for $136,368 against Duncan, Sherman & Co., bankers, 
of this city, the debt having accrued in July of that year. Defendants were 
New York agents of plaintiffs, who, before appointing them, made inquiries and 
were told that defendants owned the banking house and the adjoining premises. 
After this the defendants failed and it was ascertained that a deed of the prop- 
erty was given to Alexander Duncan some years before. The plaintiffs then 
brought suit against Alexander Duncan to set aside the conveyance. On May 
27th, Judge Van Brunt, in the Supreme Court, decided that, whatever the 
public reputation was the record showed that the banking house and the house 
on Pine Street did not belong to the new but the old firm, but an actual, 
unrecorded conveyance, not made in fraud of creditors, took precedence of a 
subsequent judgment. Complaint was, therefore, dismissed. 

MINING STOCK EXCHANGE—ELECTION OF OFFICERS.—The New York Mining 
Exchange held on June 3d, its annual election. There were no less than ten 
tickets in the field, the difference being chiefly as to the Committee on Securi- 
ties. The only opposition to the general officers as proposed by the regular 
ticket, was as to the Chairman, for which office there was a close contest 
between Mr. L. W. Badger and Mr. A. W. Peters, independent. The result 
of the election was as follows: 

President, George B. Satterlee ; Vice-President, H. C. Hardy; Chairman, A. 
W. Peters; Secretary, J. Wyman Morris; 7Zveasurer, John Stanton, Jr. ; 
Assistant Secretary, R. H. Gallagher, Jr. 

Committee on Securities. —S. V. White, John F. Scott, Spencer Trask, Platt 
K. Dickinson, H. J. Rogers, Frederick Hardy, R. K. Cooke. 

Governing Committee (three years) —James C. Godfrey, Rufus Hatch, James 
Francis, R. H. McJimsey, James T. Soutter, D. A. Boody, (two years) R. 
M. Shaw. 

Finance Committee.—C. O. Morris, I. B. Newcombe, C. M. Stead, John M. 
Macpherson, George H. Kennedy. 

Membership Committee-—J. ]. Thomas, A. J. F. Vandeventer, Louis Haight, 
Gustave Leo, Charles H. Meigs, W. H. Barbour, J. W. Burnham. 


WiLiiAM M. VERMILYE, founder of the well-known banking house of Ver- 
milye & Co., died, June 18th, at his residence in this city. Mr. Vermilye was 
born in New York, September 30, 1801, and began his business career as a 
clerk in the office of Zhe Commercial Advertiser, and shortly afterward entered 
the employment of the Chemical Bank. When the Merchants’ Exchange Bank 
was organized, in the Spring of 1830, Mr. Vermilye was chosen cashier, holding 
that position until 1840, when he became cashier of the Manhattan Banking 
Association. In 1846 Mr. Vermilye succeeded Newton Perkins as treasurer of 
the Ohio Life Insurance & Trust Co., and retained that office until 1849, when 
he entered into partnership with his brother and George Carpenter, as one of the 
firm of Carpenter & Vermilye. In 1858, Mr. Carpenter retired from business, 
when the house was reorganized under its present name of Vermilye & Co In 
1868 Mr. Vermilye retired from active participation in business. He held many 
important offices of trust and honor during his life, being for more than twenty 
years a director of the Mutual Life Insurance Company; Vice-President, and 
for several months President, of the Mechanics’ Banking Association ; treasurer 
of the University of the City of New York ; and for some time president of the 
St. Nicholas Society. 
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IowA.—The suit of the Charter Oak Life Insurance Company, against Hoyt 
Sherman, assignee of B. F. Allen, involving the ownership of Allen’s real 
estate, amounting to several hundred thousand dollars in value, and known as 
the ‘‘ Blanket Mortgage” case, was decided on May 22d, in the United States 
Circuit Court at Des Moines, in favor of the assignee and general creditors, 
The Court held the mortgage a fraud upon the creditors at common law, and 
did not rely upon the provisions of the Bankrupt law to declare it fraudulent 
and order it cancelled. It also held that the withholding of the mortgage from 
record, in connection with other facts, was proof of an intended fraud to be 
committed on the other creditors. The court stated that the firm of Allen, 
Stephens & Co. was started in New York without a dollar of capital, and even 
paid for their office furniture with depositors’ money. The Cook County 
National Bank of Chicago was reduced to insolvency in 1873, by Mr. Allen 
drawing therefrom funds to pay money due the old Mississippi and Missouri 
Railroad in his hands as receiver. Mr. Allen was commercially bankrupt 
before he went to Chicago. The Court reviewed the evidence at length, and 
was emphatically severe and denunciatory on the frauds permeating the whole 
of this business. The opinion was a long and able one, delivered by Judge 
Love, Judge Dillon concurring. 

MARYLAND.—Felix A. Savin, cashier of the Union Banking Company of 
Baltimore, and M. D. Savin of New York, were found guilty in March last of 
conspiracy to defraud the Sargent Bros., of New York, by fraudulent certificates 
of deposit, issued by the Banking Company. On June 6th, they were each 
sentenced, by the Criminal Court of Baltimore, to one year’s imprisonment in 
jail, their sentence to date from the day of their conviction. 


NEW HAMPSHIRE.—The question as to the right of a City to tax a bank’s 
surplus came up in the New Hampshire Supreme Court in a suit between 
the City of Dover and the Strafford National bank, and was decided in favor 
of the City. The disputed tax was assessed in 1875 on a surplus of $70,000, 
The difference against the bank is about $1,200 yearly. 


THE EXPENSES OF SAVINGS BANKs.—The following letter has been addressed 
to the Savings Banks of New York State, by Mr. H. L. Lamb, Acting-Super- 
intendent of the Banking Department. 

STATE oF NEW YoRK, BANK DEPARTMENT, ) 
ALBANY, June 13, 1878. 


I desire te call your attention to the matter of the expenses of your insti- 
tution. I find, as a general rule, that the expenditures for the conduct of 
the Savings banks in New York much exceed those of the New England 
Savings banks. At the present time, in view of the downward tendency in 
prices and the appreciation in the currency dollar for all buying purposes, a 
reduction in salaries, fixed during the period of inflation and depreciated cur- 
rency, seems to be reasonable and equitable as respects the employee. And, in 
the popular inclination to impute self-seeking to trustees of Savings banks, often 
with great injustice, immediate reform, wherever it can be properly made, 
and rigid economy in all cases in Savings institutions, would have a reassuring 
effect. The depositors have the right to claim this; the theory of Savings 
banks requires it; and the Savings Bank Act enforces it. (Sec. 33.) 

In several cases where special conditions seemed to me to demand decisive 
action, I have made suggestions to the trustees for economy. Upon reflec- 
tion, I regard the matter as one of such moment at this time as to be 
worthy of the early consideration of the trustees in all Savings banks. If 
there is any class of institutions which may justly be expected to set an example 
of rational frugality in expenses, it is the Savings banks. 

I shall be happy to hear from each Savings bank that its trustees have 
taken this subject into consideration, and acted in the way, according to its 
condition and affairs, which are best understood by its trustees, which seems 
to them most useful and beneficial. 

I respectfully request that this letter be presented to the trustees of each 
Savings bank to which it is sent, as early as possible, by the officers who 


may receive it.—Very truly yours, 
HENRY L, LAMB, Acting Superintendent. 
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New YorK.—The Washington County National Bank, Greenwich, was closed 
on June 6th, by special order from Washington. Investigations slow that great 
rascality has been practised by the officers, and the entire capital of $200,000 
is wiped out. The stock is held by farmers and others, who cannot afford their 
losses ; the proprietors of the Washington Machine Works, and firms connected 
with them, owe the bank some $ 120,000. 

Edwin Andrews, cashier of the above mentioned bank, committed suicide, by 
hanging, on June Iogth. 

PENNSYLVANIA.—One of the last acts of the Pennsylvania Legislature, before 
its recent adjournment, was to pass a bill fixing the rate of interest in that 
State at six per cent. All former usury laws were repealed, and all bank- 
ing institutions were included in its provisions It thus attacks the specially 
chartered organizations. This is in violation of the provisions of the contract 
between those banks and the State, entered into through their charters, and 
is an infringement upon the vested rights of the stockholders As there are 
about forty specially chartered banks in Pennsylvania which were permitted 
to charge more than six per cent. interest on loans, it is expected that the 
constitutionality of the act will be tested in Courts. The bill further provides 
that where usurious interest is charged, the debtor may have the excess 
deducted from his debt, and where the whole debt has been paid, the 
debtor may, any time within six months after such payment, bring a suit to 
recover the excess. ona fide holders of negotiable paper are exempted from 
the provisions of the act. It is hardly to be expected that such a law will 
stand the test of legal examination, but its effects will be no less mischiev- 
ous and annoying. 


AUTHORITY OF CASHIER TO CERTIFY CHECKS.—The Supreme Court of 
Pennsylvania, by a recent decision in the case of Dorsey vs. Abrams, held that 
where a check on its face shows that it was not drawn in the usual course of 
business, and is not a commercial check, the cashier of the bank on which it 
is drawn, has no power to bind the bank by certifying the check as good. 
Accordingly, where a check payable to bearer, had indorsed upon it the words 
‘*To hold as collateral for 1,000 P. T. oil, etc,” Aefd, that an indorsement by 
the cashier that it was good when properly indorsed, would not bind the bank. 


CANADA.—The banks named below have declared dividends, as follows, for 
the current half year; the figures in brackets indicating the total dividend for 
the past year: 

Bank of Hamilton, 4 (8); Bank of Toronto, 4 (8); Banque Ville Marie, 
3 (6); Banque de St. Jean, 4; Consolidated Bank of Canada, 3 (6%); 
Eastern Townships Bank, 4 (8); Federal Bank of Canada, 3% (7); Imperial 
Bank of Canada, 4 (8); Merchants’ Bank of Canada, (7); Ontario Bank, 
3 (7); Quebec Bank, 3% (7). 

The Toronto Monetary Times, which furnishes the full reports of the annual 
meetings, points out that the tone of all the reports, or of the speakers at the 
meetings, is conservative, but withal, hopeful of better times. Respecting the 
future profits of banking in the Dominion, that journal remarks: 

‘*We have not found anywhere else so frank recognition of the excessive 
amount of banking capital amongst us, and the difficulty of employing it profita- 
bly, as is given in the address of the General Manager of the Bank of 
Montreal. That gentlernan, in deprecating any sanguine views as to the near 
future by the shareholders he addressed, gave it as his opinion that the 
excess in the number of banks and in the amount of banking capital in Canada, 
was as great as the excess in number of persons and of the means employed in 
any other business. This being the case—and these were words not lightly 
spoken, we may be sure—we might infer, if indeed we were not already quite 
well aware, that this helps to stimulate unsafe trading, for banking capital going 
a-begging generally means cheap and easy credit, which in turn results in slow 
pay and frequent loss. Our larger banks, which have been accustomed to use 
much of their money in the United States, have now to compete, says Mr. 
Angus, with money offered at low interest in that country, and on this side of 
the lines, with the cheap money of Great Britain, which is finding its way 
amongst us more and more. These causes are at work to bring down the rate 
of dividend from the higher figures which our banks have been accustomed to pay.” 
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THE NATIONAL BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National bank circulation, from June 
20, 1874, to June 1, 1878, and amount remaining on deposit at latter date. 

LEGAL-TENDER Notes DeEposirep TO 
Retire NATIONAL BANK CIRCULATION, 
Additional SINCE JUNE 20, 1874. Legal Tenders 

STATES AND Circulation -——————o@rm— on deposit 

TERRITORIES. issued since For redemp- To retire with the U.S. 

Sune 20, 1874. tion of Notes Circulation Total Treasurer at 

of Liguidat- under Act of Deposits. date. 

ing Banks. Fune 20, 1874. 

eer $1,289,880 . 41,200 . $600,000 . $641,200. $56,410 
New Hampshire. 497,065 . 27,40C . 10,800 . 38,200 . 2,920 
Vermont 1,455,770 - 151,097 - 862,340 . 1,013,437 - 397,955 
Massachusetts..... 11,521,075 . 185,800 . 597,500 . 5,783,300. 249,191 
Rhode Island 473,700 . 32,350 . 617,385 . 649,735 . 32,350 
1,538,660 . 65,350 . 1,249.490 . 1,314,840. 29,443 
12,825,965 . 1,692,841 . 16,552,400 . 18,245,241 . 1,658,062 
New Jersey 1,390,455 . 30,060 . 973,940 . 1,004,000 . 24,410 
Pennsylvania 5,857,720 . 838,491 . 5,507,506 . 6,345,997 . 980,786 
Delaware 143,575 - — . — . —- . — 
Maryland 211,210 . 166,600 . 1,327,580 . 1,494,180. 197,816 
Dist. of Columbia. 417,400 . 393,164 . 427,500. 820,664. 127,396 
Virginia 408,100 . 706,864 . 778,915 . 1,485,779. 149,616 
West Virginia..... 44,370 . 731,060 . 204,300. 935,300. 145,741 
North Carolina... 490,460 . —— . 827,185 . 827,185 . 143,327 
South Carolina.... 45,700 . — . 953380. 953,380. 85,268 
Georgia . 287,725 . 392,675 . 680,400. 139,118 
Florida ° —. . a 
Alabama ‘ — . 94,500 . 94,500 . 34,468 
Mississippi ‘ —_—. — . —— . 1,116 
Louisiana .......... - 645,750 . 2,099,250 . 2,745,0C0. 581,173 
’ i gaa . 229,340 . 229,340 . 4,575 
Arkansas ‘ —- . 135,000. 135,000. 38, 560 
Kentucky 2,528,740 . 575,867 . 1,243,633 . 1,819,500. 461,562 
Tennessee 356,910 . 235,901 . 488,959 . 724,860. 100,272 
162,570 . 602,200 . 3,566,520 . 4,168,720. 795,513 
1,311,740 . 1,347,856 . 2,318,225 . 3,366,081 . 1,194,122 
2,198,950 . 896,526 . 3,941,143 . 4,837,669 . 964,468 
BRON « scsveciseces 1,255-535 - 1,203,474 . 6,085,406 . 7,288,880 . 1,276,754 
Michigan 585,160 . 303,100 . 1,716,490 . 2,019,590 . 281,005 
WRISCOREIL. ..6c0cc00 205,700 . 436,999 . 804,400 . 1,241,399. 253,758 
BND acsrcnvcecsnses 867,300 . 562,969 . 1,536,955 . 2,099,924 . 414,017 
Minnesota 703,720 . 310,676 . 1,218,545 . 1,529,221 . 245,955 
Kansas 30,600 . 692,421 . 190,550. 882,971 . 338,427 
Nebraska ........... 45,000 . 45,000 . 188,080 . 233,080. 72,944 
Nevada — . — . —. — . 2,789 
a ciudnatcsaiiin 27,CO0O . —. —— . — . — 
Colorado 365,400 . 94,783 . 149,400 244,183 . 31,699 
161,191 . 196,800 . 357,991 - 36,007 
Washington ° —— . —. — —-«« 
Montana . — . 45,000 . 45,000 . 1,910 


Totals $50, 890,850 $13,464,715 $63, 131,c92 $11,550,903 
Legal-tender notes deposited prior to June 20, 1874, 
and remaining at that date 3,813,675 


REE COGS vio scacckinatincicsacsaiconiccinpsesiasens $80, 409, 482 
J. S. LANGWoRTHY, Acting Comptroller of the Currency. 


, 
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NATIONAL BANK AND LEGAL-TENDER NOTES. 


STATEMENT of the Comptroller of the Currency, showing Issue and Retire- 
ment of NATIONAL BANK NoTEs and LEGAL-TENDER NOTES, June 1, 1878. 


NATIONAL BANK NOTES 


Outstanding when act of June 20, 1874, was passed . $ 349,894, 182 
Issued from June 20, 1874, to January 14, 1875.... $4,734,500 
Redeemed and retired between same dates. 2,767,232 


Increase from June 20, 1874, to January 14, 1875..........+ ecaccenee - _ 1,967,268 
Outstanding January 14, 1875 351,861,450 
Redeemed and retired from Jan. 14, 1875, to date. $ 66,091,347 
Surrendered between same dates... ......scecesesesecscecesees __ 95379, 488 


Total redeemed and surrendered 75,461,835 

Issued between same dates 46, 156,350 
Decrease from January 14, 1875, to date 29,305,485 
Outstanding at date..........ccccseese sessscecesees B 322,555,905 


Greenbacks on deposit in the Treasury, June 20, 1874, to retire 

notes of insolvent and liquidating banks.............s00 Rae veyer rece: $ 3,813,675 
Greenbacks deposited from June 20, 1874, to date, to retire 

PRIN IE GIES 5d scons csanickandinicntinadidacancsasdeceaens sdaincnidakcie 76,595,807 


"FOtal GGQOGUS ss scsccissosssecaadesssscveecsaseesss 80,409, 482 


National bank Circulation redeemed by Treasurer between same 
CANOE WE: CRIB siinciccecadinveciserscasessnncaccesioniasnens iakecaans 68,858, 579 
Greenbacks on deposit at date, 11,550,903 


Greenbacks retired under act of January 14, 1875 
Greenbacks outstanding at date 346,681,016 


J. S. LANGWoRTHY, Acting Comptroller of the Currency. 
— 


THE VALUE OF A _ LIFE.—An estimate of the value to this country 
of the addition to our population by emigration, is shown by the Sz- 
plement to the Thirty-Fifth Annual Report of the Registar-General of Great 
Britain, in which Dr. Farr has an interesting chapter on the pecuniary 
value of life. A certain amount of expense has to be incurred in any 
class before a child can attain such an age and such strength that 
it can earn its own livelihood. It is very difficult to estimate what the 
expenses of even a careful man, who passes though the ordinary University 
career, must have been before he is able to earn anything for himself. Among 
the lower ranks the problem is simpler, though the facts and the general course 
of events have, making due allowance for difference in station, a considerable 
similarity. ‘‘The value of any class of lives is determined by valuing first, at 
birth, or at any age, the cost of future maintenance, and then the value of the 
future earnings. Thus proceeding, I found the value of a Norfolk agricultural 
laborer to be £ 246 at the age of twenty-five: the child is, by this method, 
worth only £ 5 at birth; £56 at the age of five; £117 at the age of ten; the 
youth £ 192 at the age of fifteen; the young man £ 234 at the age of twenty ; 
the man, £ 246 at the age of twenty-five, £ 241 at the age of thirty, when the 
value goes on declining to £ 136 at the age of fifty-five, and only £1 at the 
age of seventy; the cost of maintenance afterwards exceeding the earnings, the 
value becomes negative ; at eighty the value of the cost of maintenance exceeds 
the value of the earnings by £ 41. 





THE BANKER’S MAGAZINE. 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from June No., page 991.) 


State. Placeand Capital. Bank or Banker. N. Y. Correspondent and Cashier, 


Conn... Wilimantic.... First National Bank. (2388 ) Continental National Bank. 
$ 100,000 William C. Jillson, Pr. Oliver H. K. Risley, Cas. 
Bloomington... National State Bank..(2386) Metropolitan National Bank. 
$ 100,000 Frank Hoblit, Pr. A. B. Hoblit, Cas. 
.. Sterling Galt Brothers 
. Streator Chase National Bank. 
City Bank Chase National Bank. 
William F. Clark, Pr. C. I. A. Ericson, Cas. 
. G. H. Stalford ommercial Nat. B’k, Chicago. 
MICH... ‘ Winslow, Lanier & Co. 


MINN... Cannon Falls.. First National Bank, . (2387) 
$ 50,000 L. S. Follett, Cas. 
. Granite Falls... Granite Falls B. (J. A. Willard & Co.) 
Carthage Traders’ Bank National Bank of Commerce. 
$ 20,000 Jesse Thacker, Pr. D. S. Thomas, Cas. 
. Central City.... Central City Bank (Metcalf & Persinger). Corbin Bkg. Co. 
Hubbard Nat’! Bank (2389) e 
Alex. M. Jewell, /y. Robert H. Jewell, Cas. 
Union Banking Co National Park Bank, 
R. F. Borckman, Pr. John F. Merrill, Cas. 
Northampton Co. Nat. B’k (2385) National Park Bank. 
$ 100,000 Joseph Laubach, Pr. William H. Hutter, Cas. 
.. Jersey Shore... Jersey Shore Banking Co.. National Park Bank. 
. Round Rock... Williamson Co, Bank (W. S. Peters). Swenson, Son & Co. 
Herbert R. Jones.......... Chemical National Bank. 
Rufus B. Kellogg & Co.... Chemical National Bank. 
Bank of Eau Claire Central National Bank. 


THE PREMIUM ON GOLD AT NEW YORK. 
Mayv—June, 1878. 


Lowest. Highest. 1878. Lowest. Highest. 1878. Lowest. Highest. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from June No., page 992.) 
Bank and Place. Elected, In place of 
N. Y. City. People’s Bank Wm. Milne, Jr., Act’g Cas. 
CaL.... Nevada Bank,.San Francisco... H. W. Glenny, Cas. 
CoLo.. Bent County Bank, ' 
West Las Animas } P. G. Scott, Cas 
Conn... Yale Nat. Bank, New Haven... Franklin S. Bradley, Pr.. C. L. English. 
ae ae { William S. Roberts, Pr.. 
. Bank of Augusta, Augusta... ) E. H. Walton, Cas...... 
De Witt Co. Nat. B’k, Clinton. William Metzger, Cas.... J. J. Kelly. 
.. Nat. Bank of Salem, Salem.... Dennis McMahan, Cas... J. Baynes. 


s. First National Bank, Emporia.. E. R. Holderman, Cas... R. B. Hurst.* 
Osage City Savings Bank, _{ John S. Danford, Pr.... A. W. Ellet. 
Osage City] T. B. Haslam, Act’g Cas. J. S. Danford. 
. Clearing House, Worcester.... William Cross, Chairman G. W. Richardson. 
.. First National Bank, Brockport. F. E. Williams, Cas F. J. Conant. 
.. City Bank, Rochester Ezra M. Parsons, Pr T. Leighton. 
. Citizens’ Bank, Waverly H. Hallet, Cas M. Lyman, Jr. 


* 
First National Bank, Bucyrus } UspreeC, Gormiy, Cas. J.B: Gormly. 


.. First Nat’] Bank, Mt. Pleasant.. James H. Gill, Pr J. T. Updegraff. 
.. First National Bank, Allegheny. Edward R. Kramer, Cas, J. P. Kramer. 


- Miners & wenn fo" tad t Clarence E. Spencer, Cas. J. R. Lathrop. 


. Harmony Sav. B’k., Harmony. Henry M. Wise, Cas 
Island City Sav. B., Galveston. N. B. Sligh, Cas J.G. Michailoffsky.* 
.. Nat. B. of Jefferson, Jefferson.. A. B. Smith, Cas J. H. Parsons. 
. Citizens’ Savings Bank, «  .. J. H. Parsons, Cas. J. M. Lewis, 
* Deceased. 


——_— = > 


DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from June No., page 993-) 


. Willimantic.... Willimantic Trust Co.; failed. 
Macon Cubbedge, Hazlehurst & Co.; failed. 
National State Bank; in liquidation. 
Council Grove. J. W. Simcock & Co.; closed. Emporia National Bank 


assumes liabilities. 
State Savings Bank; closed. 


Commercial Bank; in liquidation. 
MAINE.. Newport Savings Bank; deposits scaled down forty per cent. 
» ,, Saccarappa.... Saccarappa Savings Bank; closed and settling. 


Mass... Hyde Park Hyde Park Savings Bank; paying ten per cent. half-yearly. 
a ,,. Worcester Security National Bank; voluntary liquidation. 


NEB.... Humboldt Branch Farmers’ State Bank; discontinued. 
N. J.... Hudson City... Dime Savings Bank; to pay twenty-five per cent. of deposits. 
N. Y... Greenwich Washington Co, Nat. Bank; closed by order of Department. 
OHIO... Fremont Bank of Fremont; closed. Paying liabilities on demand. 
« ,, Waynesburg... Exchange Bank; discontinued. 
PENN... Elizabeth J. & S. J. Weddell (Elizabeth Savings Bank) ; failed. 
.. Scranton ...... Second National Bank ; suspended. 
.. Shenandoah.... Shenandoah Valley Bank; closed for the present. 
R. I.... Providence Rhode Island Institution for Savings; closing. 
First National Bank; applies for receiver. 
State Savings Bank; assigned. 
. McCreary & Barlow; closed. 
H. Seeligson & Co.; dissolved. 
Commercial Bank; closed. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized to June 26, 1878.) 
Capital.————~ 


No. Name and Place. President and Cashier. Authorized. Paid. 
2385 Northampton Co. Nat. Bank.. Joseph Laubach 
Easton, PENN. William H. Hutter. $ 100,000 


2386 National State Bank Frank Hoblit 
Bloomington, ILL. 3 100,000 
2387 First National Bank 
Cannon Falls, Minn. L. S. Follett. 50,000 


2388 First National Bank W. C, Jillson 
Willimantic, CONN. O. H. K. Risley. 50,000 


2389 Hubbard National Bank..... Alex. M. Jewell 
Hubbard, OHIO. Robert H. Jewell. 50,000 


_——$—— 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from June No., page 994.) 
McTavish & Morris ; now D. A. McTavish & Wm. Lawson. 
OHSS Pecensees Meredith, William T.; removed to 37 William Street. 


ALA.... Alexander City. Renfro & Co.; now Renfro & Lancaster. 
. Mobile Thos P. Miller & Co. ; admit Charles B. Miller. Style same. 


Hargrove, Hardy & Williams; now Hargrove & Williams. 
Rockford People’s Savings Bank; now People’s Bank. Same officers. 
. Sterling Patterson & Co.; now Galt Brothers. 
. Streator........ First National Bank; succeeded by Wilson & Kuhns. 


- Boone First National Bank; now City Bank. Same officers. 
Parsons Savings Bank ; now Parsons Commercial Bank. 
Boston National Bank; removed to Mutual Life Building, 
P. O. Square. 
D. F. Comstock; succeeded by Messmore &- Co. 
Bigelow, Rood & Wadsworth; now D. F. Wadsworth & Co. 
Manufacturers Bank; capital increased $100,000. Paid 
capital now $ 200,000. 
‘ First National Bank; now Traders’ Bank. Same officers. 
. Forest City.... Frazer & McDonald; now incorporated as Frazer & 
McDonald’s Bank. 
.. North Platte... Walker Brothers; now McDonald & Walker. 
Jersey Shore... Gambles, Humes & White; suc. by Jersey Shore Bkg. Co. 
. Reading First National Bank; capital to be increased to $200,000. 
Memphis ...... Manhattan Bank; capital, $20,600. Surplus, $89,400. 
Round Rock... Exchange Bank (D. M. Miller); now Williamson Co. Bank 
(W. S. Peters). 
Eau Claire First Nat’! Bank; now Bank of Eau Claire. Same officers. 


THE NATIONAL BANK ACT. 


Now in Preparation. A new and revised edition of the National Bank 
Act, with amendments, according to the Revised Statutes of the United States. 
Together with a new abstract of all important Legal Decisions in the United States 
or higher State Courts, relating to National banks The volume will be 
issued about September Ist, from the office of the BaNKER’s MAGAZINE. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, JUNE 24, 1878. 
Exchange on London at sixty days’ sight, 4.854 @ 4.86 in gold. 


As was anticipated last month, Congress adjourned without completing any 
new financial legislation of a nature to disturb business) The money market 
has been easy and loanable funds abundant. Business is dull and the demand 
for loans falls below the level of the supply of loanable capital, The reserves 
of the banks are large though the accumulations do not rise so high as is usual 
at mid-summer. The averages of the New York Clearing-House banks compare 
as follows : 

Legal Lxcess of 

1878. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
May 25...+.$223,997,200 . $19,827,100 . $ 44,023,900 . $ 20,005,800 . $ 198,985,300 . $ 14,104,675 
June = 1....+ 234,049,400 .. 17,001,200 .. 47,248,000 .. 19,941,000 .. 199,867,900 .. 14,282,225 
236,132,900 .. 16,801,200 .. 47,816,400 .. 19,979,600 .. 202,271,800 .. 14,049,650 
234,639,100 .- 17)105,200 «+ 49,502,900 .. 19,984,900 .. 205,785.200 .. 15,161,800 
234,713,700 .. 15,059,700 .. 52,456,900 .. 19,909,920 .. 205,384,100 .. 16,190,575 


The Clearing-House exhibit of the Boston banks for the past month is as below : 
1878. Loans. Specie. Legal Tenders. Deposits. Circulation, 
May 235....- e+ $ 123,932,500 «20+ $3,959,300 .-.+ $4,260,200 «++ $70,099,000 «..- $ 25,373,100 
June = 1...2008 123,973,200 «- 35448,600 «+++ 5,260,600 «0+ 71,653,500 «++ 25,446,300 
125,010,400 . 3,211,800 ..00 54759,TOO «see 72,679,600 «+++ 25,584,600 

- 125,764,700 .. 2,890,900 ..++ 6,224,200 ..-. 71,958,600 . 25,527,600 
127,030,700 .... 2,677,400 .... 6,681,402 .... 73,405,800 .... 25,372,700 


The Philadelphia bank statements for the same time are as follows : 


1878. Loans. Specie. Legal Tenders. Deposits, Circulation. 
May  25..++00+$ 57,106,850 +--+ $2,002,175 «+++ $12,231,928 +--+ $43,830,408 .... $ 11,088,797 
June Teseccee 57,141,428 «oe 1,957,813 s++* 12,723,700 «e+e 44,9019979 -++- 11,069,120 

57)380,687 «--+ 1,948,551 «+++ 12,777,652 +--+ 44,814,241 «os. 11,070,141 
579542,325 --++ 1,810,592 +++ 12,674,595 -+++ 44;900,053 +--+ 11,049,673 
57,104,069 «.- 15799585 «+++ 13,166,80S .... 44,908,901 .... 11,006,979 


The stock market is active but feverish and irregular. The abundance of idle 
money and the low rates of interest do not stimulate speculative transactions on 
a large scale as formerly. The approach of the time fixed for specie payments 
has checked the ardor of speculation and the impoverishment of many of the 
old operators of Wall Street has tended, with other circumstances, to curtail the 
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volume of business considerably. Government securities are firm, State stocks 
are dull, railroad bonds are strong and in demand. At present very few 
seven-per-cent. mortgage bonds of good roads can be bought below par. 
This will be seen from the subjoined abstract of the chief transactions in the 
railway mortgages to day: Chicago and Northwestern consolidated gold cou- 
pons declined from 98% to 9854; Union Pacific sinking funds declined to 
Ior and recovered to 101%; St. Paul consolidated sinking funds rose to 
102% ; do., Indianapolis and Milwaukee division, to 104; New Jersey Central 
consuls, firsts, assented, to 7114; Pacific of Mo. firsts to 104; and New York 
Elevated firsts to 893¢ ; Alton and Terre Haute income dropped two per cent. 
to thirty-four ; Central Pacific Land Grants declined from 95 to 94% ; and New 
York Central 6s of 1883 from 104% to 104% ; Central Pacific, San Joaquin 
branch, rose from g1 to 91% ; Chicago, Burlington and Quincy 8s sold at i15; 
do. consolidated 7s at 113% ; New York Central coupon firsts at 121%; Union 
Pacific firsts at 10734@107% ; land grants at 1073(@107% ; and Fort Wayne 
firsts at 121. During the afternoon Alton and Terre Haute second preferred and 
do. incomes declined two per cent., selling down to seventy and twenty-eight 
respectively ; St. Paul consol. sinking funds rose to 102% ; Chicago and Alton 
firsts sold at 117%; Syracuse, Binghamton and New York firsts at 102% ; 
Michigan Centrals 7s ‘at 11044 ; Union Pacific firsts at 10734; do. sinking 
funds at 101% ; and St. Louis, Jacksonville and Chicago firsts at 106%. Pacific 
Railroad bonds closed as follows: Union Pacific firsts at 10754@107% ; do. land 
grants at 1073(@108; do. sinking funds at 10134@1013¢ : Centrals at 107% @ 
107%. There has been considerable activity in railroad shares during the 
month. The crops are good and the prospects of heavy traffic during the fall 
months have given an impulse to the stock market. Quotations close with 
less animation. Subjoined are our usual quotations : 

QUOTATIONS : . May 27. June 3. Fune ro. Fune 17. Fune 24. 

101 a 100% .. 10078 «- 100% .. 1005 

U. S. 5-208, 1867 Coup. 1074 .. 107% .. er 107% >. 108% 
U.S. 10-40s Coup 107% -- 107% .. ‘a 107% «. 108% 
West. Union Tel. Co.. 834% .. 84% .. 85% .. 85% .. 87 
N. Y. C. & Hudson R- T10}8 .. HG +6 107% oe 10814 
Lake Shore 63% .. Ya oe 59% oe 5754 
Chicago & Rock Island 115% iG oe 8%. 11734 
New Jersey Central... 3058 .. Wo. 30% .. 31% 
Del. Lack. & West.... 563% .. “ ae 574 
Delaware & Hudson. . 56% .. Gee 55% .- 553% 
North Western 5358 « Go Ct)’ ar 46% 
Pacific Mail 13% .. pa 1% .. 15% 
i 1538 + Bs. 16% .. 15% 
Call Loans......esee- 3 G@ > Ws . « i a 3 @s.. 24@5 
Discounts ....+.++eee- 5 @8 - § @E « ii ea 5 @8.. 5 @8 
Bills on London 4:8414-4.87 «+ 4.8414-4.86)6.. 4.85%4-4.8734.. 4.8514-4.8734 «. 4.8534-4 87% 
Treasury balances, cur- $ 37,537,767 ++ $399983,095 -- $41,350,436 -- $41,583,122... $ 42,605,719 

Do. do. gold.$ 104,796,267 .. $ 130,488,931 .. $ 124,926,693 .. $125,259,005 .. $ 125,647,412 
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The coal stocks are better. The Board of Control made the following 
allotments of coal for the month of July: Philadelphia and Reading Railroad, 
429,375 tons; Lehigh Valley Railroad Company, 296,250 tons; Central Rail- 
road N. J., 193,575 tons; Delaware, Lackawanna and Western Railroad, 
191,250 tons; Delaware and Hudson Canal Company, 187,200 tons; Penn- 
sylvania Railroad Company, 114,375 tons; Pennsylvania Coal Company, 87,975 
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tons. It has been doubted how long the union among the companies will 
hold together. At present it is said there are signs of uneasiness among 
some of the companies. 

The usury question in Wall Street has just been raised into some prominence 
by two circumstances. The first is a decision in our Marine Court in the case 
of Raynor vs. St. Fohn, and others. Yt appeared in evidence that one of the 
defendants applied to the firm of St. John & Co. for an accommodation note 
of $379, which St. John & Co. gave to him. He, after indorsing it, sold the 
note before maturity to Raynor & Co., the plaintiffs, at a discount of two and 
a half per cent. per month. Raynor & Co. claimed to have purchased the 
note in good faith, believing it to have been ordinary business paper and 
without notice of its being accommodation paper or that it was tainted with 
usury, and accordingly brought suit on the note. The case has been twice 
tried. On the first trial a verdict was directed for the plaintiffs, which was 
subsequently set aside and a new trial ordered. On the second trial a verdict 
was directed for the defendants, which verdict was also set aside and a new 
trial granted; from this order defendants appealed. On both trials Messrs. 
Jacobs Brothers, who represented the defendants, requested the Court to direct 
a verdict for the defendants, on the grounds that the note had no legal 
inception until it reached Raynor & Co.’s hands; that by discounting it at a 
greater sum than the rate of seven per cent. per annum the note was void; 
that no action could be maintained thereon; that even assuming that Raynor 
& Co, did not know the note to have been accommodation paper, and supposed 
it to have been business paper, they cannot recover, and last, that the holder 
is bound to know the character of the paper he 1s dealing in, and if it 
turns out to be accommodation paper the transaction is usurious if the same 
is discounted or purchased at a greater rate of interest than seven per cent. 
The General Term has now decided that it was error on the part of the 
Judge to set aside the verdict he had ordered, and that such verdict was prop- 
erly directed for the defendants, and accordingly reversed the order granting 
the plaintiffs a new trial. The plaintiffs consequently lose the entire amount, 
under the usury law of this State. 

Secondly, there is the case in the U. §. Circuit Court for the Western 
District of Pennsylvania, discussed in previous pages, and the new usury leg- 
islation which it has prompted. The Pennsylvania Legislature at the close of 
the recent session passed a law repealing the existing usury laws, fixing the 
general rate of interest at six per cent., and including under the provisions 
of the new law all the banks in the State, including the forty or fifty 
State banks, privileged to charge any rate of interest without restriction. As 
thesé privileged banks have charters, securing to them the right to charge 
any rate of intetest mutually agreed upon, the constitutionality of the new 
law is to be tested in the Courts. Prior to November, 1700, the rate of 
interest, limited by the first colonial statute, was eight per cent., but the 
Act of that date reduced it to six per cent., and annexed a forfeiture of the 
money, goods, or other things lent, for taking or reserving more. This Act 
was repealed in February, 1705. which restored the former rate of interest ; 
but in March, 1723, the penalty was re-enacted; several amendatory Acts 
have been passed in 1856, 1857, 1858, 1859, and 1878. The Pennsylvania 
‘aw upon the subject of interest, prior to the new law of 1878, may be 
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stated as follows: Unless in the cases above noted the rate of interest was 
six per cent., any excess was not recoverable, but might be deducted from 
the debt; and where excess had been paid, it might be recovered back, 
provided the action for that purpose were brought within six months after 
the time of such payment. Negotiable paper in the hands of dona fide 
holders was not affected, and commission merchants and agents of parties 
not residing within the Commonwealth might contract to retain interest at 
seven per cent. upon balances in their hands. The usury penalties did not 
apply to the bonds of railroad and canal companies. 

The British exports for May show a decline of 7% per cent. from those 
for May last year. In cottons it is 16.5, in linens 4.5, in hardware 10.4, 
in iron and steel 12.1. The total decrease in export values is about 
4 1,100,000—a large sum at a time of depression already extreme in English 
markets. In imports there is a decrease of 10% per cent. against an 18 
per cent. increase in the previous May. Raw cotton gains 26.2—not a wel- 
come addition when the country is overstocked with prints, and the demand is 
falling off. The export of American bacon to England continues. The 
increase for May was no less than 78.6 per cent., while that of cheese was 
41, and of butter 15.4. In wheat there was a decline of 11.7, and in flour 
of 41.5 per cent. 

The operations of the Syndicate, which were substantially ended at .our 
last issue, were formally closed on May 31, when they subscribed for the 
remaining $15,000,000 United States four-and-a-half-per-cent. bonds. This 
makes the entire $50,000,000 bargained for on April 11, anticipating the 
options, created by the contract of that date, for the months of October, 
November and December. : 


DEATHS. 


At MIDDLETOWN, OHIO, on Sunday, May 26th, aged fifty-three years, 
DANIEL HELWIG, Cashier of the First National Bank. 

At Emporia, KANsAs, on Monday, June toth, aged forty-seven years, 
RoBERT B. Hurst, Cashier of the First National Bank. 

At SALEM, N, C., on Thursday, April 16, aged sixty-seven years, ISRAEL G. 
LasH, Fresident of the First National Bank. 

At PITTSTON, Pa., on Saturday, May 11th, aged fifty-six years, MICHAEL 
Reap, formerly President of the Miners’ Savings Bank. 

At CHICAGO, ILL., on Wednesday, June 5th, aged sixty-one years, MANCEL 
TaLcotTT, President of the Union Stock Yard National Bank. 

At NEw York, on Tuesday 18th, aged seventy-seven years, WILLAM M. 
VERMILYE, formerly Cashier of the Manhattan Banking Association, and late 
of the firm of Vermilye & Co. 

At ELIzABETH, N. J., on Friday, June 14th, ARCHIBALD S, WooprRvFF, 
formerly Cashier of the State Bank. 





